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, read your newspaper to get 
the news,— and you get it. You 
drink ice-cold Coca-Cola to get 
delicious refreshment,— and you 
get that. You are not concerned 
at the moment that it took a lot 
to make your newspaper the in- 
strument of service that it is, 
or that it took a lot to make 
Coca-Cola the convenient every- 
day refreshment that it is. 


Of course, Coca-Cola was for- 


tunate from the beginning. It was 








Yola 












You read 
Che Day di the News, 


rvOr 


hold this 


well-known" 


Glass 


“right”...in taste and in its re- 
freshing effect. It had “quality” 
and it has never lost it. Through 
the years more and more people 
discovered it. This public accep- 
tance took Coca-Cola from one 
soda fountain in Atlanta in 1886 
to more than 100,000 soda foun- 
tains in 1940. Then just at the 
turn of the century somebody 
said, “Let's put it in bottles, too.” 
The result: today, over a thou- 


sand plants throughout the coun- 





try bottling Coca-Cola. Then 
came the familiar red coolers, 
then the famous six-bottle car- 
tons, and the well-known red 
fountain dispensers. 

And it all adds up to one thing. 
Putting the drink you like, where 
you can get it when you want it. 
But it never could have happened 
if you and millions like you 
hadn’t made the pause that re- 
freshes with ice-cold Coca-Cola 
a part of American life. 











COPYRIGHT 1940, THE COCA-COLA COMPANY 


Your desire for its quality 

and years of work have made Coca-Cola 

the drink everybody knows...and have made 
the pause that refreshes 

America’s favorite moment. 
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RUSSIA, CHINA—OUR ALLIES?............P. 7 
Make no mistake about it—U.S. officials in 
Washington and in the Far East are working 
around the clock to stymie the new Axis line-up 
of Japan, Germany and Italy. From where we sit 
it looks like a chess game—but played with 
navies, warplanes and trade weapons. Can we 


checkmate Japan? This highly informative 
article reveals the difficulties . . . the roles that 
might be played by China and Russia .. . the 
basic issues recognized by the White House. 


WAR OR PEACE IN THE EAST? P. 9 
Here is a hard, cold fact—some State Depart- 
ment circles want to talk, others want to fight. 
These clashing views up till now have been rather 
carefully cloaked behind the diplomats’ doors. 
This article shows why the international reform- 
ers and economists are moving out—and why the 
hard-boiled diplomats and war chiefs are mov- 
ing in. The whole issue of American foreign 
policy has the ticking sound of a time bomb. 
This article analyzes the TNT. 


THE TAX ON ’40 PROFITS ere 
For American businessmen who want to know 
just what the tax load will be on their 1940 
profits, this completely factual article is a 
“must.” It reveals how the new excess profits 
tax will be computed. It reveals where the bur- 
den will fall. All this, of course, on the assump- 
tion that we will not become involved in the 
war. Should Uncle Sam decide to march, then 
the whole tax picture changes, with the possi- 
bility of even higher taxes on ’40 incomes. 


LANS FOR A POST-WAR WORLD......P. 12 
Big question facing administration planners is 
how to avert a crack-up of the business boom 
after victory—for one side or the other. The 
Nazis, under their Dr. Schacht, have hatched a 
worldwide scheme of economic compulsion to 
take care of things. Looking ahead, the U.S. has 
set in motion planning for a counter-program. 
Here is a preview of what that U.S. blueprint 
may look like. 


iS. GAINS IN PLANE RACE ris 


Death from the sky is pretty much of an exact 
science to the engineers. It was this nation which 
led in the development of the airplane as an in- 
strument of warfare. Now from the American 
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brain is coming a whole new string of inventions 
to keep our sky fighters out in front. This article 
tells how and why. 


WAR POWER—U.S. VS. JAPAN..............P. 20 
On-the-record—this nation has more and strong- 
er warships than Japan. Off-the-record—there 
are some vitally strategic factors that are com- 
manding the attention of war chiefs sitting in 
Tokyo and Washington. The Pictogram com- 
pares actual naval and plane strength as of to- 
day. The article translates tonnage into tactics. 


THE STRATEGY OF WAR SUPPLIES..P 
What good is this country’s immense gold hoard 
if war comes and it is impossible to obtain vital 
commodities such as rubber and tin? Just where 
does this country stand today with relation to 
stockpiles of silk, copra, wool, tungsten, vege- 
table oils? The Newsgram answers these and 
other questions as the headlines stemming from 
the Far East become more truculent. 


BANK FUNDS FOR PLANT 

EXPANSION P. 31 
It isn’t generally known, but the National De- 
fense Commission has just about completed 
plans for tapping idle bank funds and convert- 
ing them into defense factories and arms equip- 
ment. The key is contained in a little-noticed 
piece of legislation pushed through Congress on 
the heels of the excess profits tax bill. Here in 
this article is the complete story of the plan. 
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Speeding Arms Production . . . Higher National Income 


. . . Furthering Hemisphere Unity . . . Antitrust Suits 


America’s defense program clicks 
with greater momentum as industry 
swings into increased production 
under contracts involving billions of 
dollars . . . Overseas, where the Axis 
powers boast of Japan’s alliance, 
Hitler and Mussolini confer at Bren- 
ner Pass and threaten offensives on a 
wider scale along the Mediterranean 
and in Africa In the Orient, 
Japan, already entrenched in French 
Indo-China, marks time as she pon- 
ders the next move in her expansion 
program ... American companies at 
Shanghai forbid employes to bring 
dependents to Far East. 

Congress completes a $1,482,000,- 
000 supplemental defense appropri- 
ation bill and a $900,000,000-a-year 
excess profits tax measure . . . also 
approves a “truth in fabrics” bill, im- 
posing penalties for misbranding wool- 
en goods .. . presses ahead an au- 
thorization of $150,000,000 for housing 
workers in vital defense industries. 


x *k* * 


President Roosevelt tells chiefs of 
staff of Central and South American 
nations that they and the United 
States must defend this hemisphere 
on the principle of ‘one for all and 
all for one.” . . . Replying, Bolivia’s 
chief of staff, General Felipe Rivera, 
describes the visit as “another link in 
the chain binding the American re- 
publics together.” . . . President con- 
fers with French Ambassador Henry- 
Haye regarding French consideration 
of a plan to strengthen Martinique 
Island where 100 American-built 
planes bought by France, before the 
German conquest, are idle, blocked 
against use by a British sea patrol 
. . . President, tightening up on ex- 
ports of war materials, subjects to ex- 
port license fire control instruments, 
military searchlights and other mili- 
tary optical equipment. 


xk 


Navy merges all its ships and 
planes now operating in the Atlantic 
into one unit, as “the Patrol Force 
of the United States Fleet,” 125 ships 


2 


in all, to be under command of Rear 
Admiral Ellis . Navy also an- 
nounces steps to increase production 
capacity of American aircraft plants 
by eliminating minor differences be- 
tween planes built for Britain and 
those for the United States .. . Navy, 
reports it has 1,812 useful planes on 
hand, 3,000 under contract, and is 
negotiating for 4,000 more ... War 
Department orders 29 airplanes, in- 
cluding pursuit, bombing and trans- 
port ships, and 2,400 additional men 
to air base at Anchorage, Alaska. 
Selective service headquarters warns 
all persons required to register that on 
registration day, Oct. 16, they must 
use utmost care in giving their ad- 
dresses to prevent violation of the law. 


zx & & 


Department of Justice files suit 
against American Petroleum Institute 
and 22 major oil companies, charging 
unlawful monopoly, price fixing and 
conspiracy in violation of the Sher- 
man antitrust law ... Justice De- 
partment also files civil action against 
General Motors Corporation and 
General Motors Acceptance Corpora- 
tion, alleging violation of Sherman 
and Clayton acts ... explains the 
suit is to divest General Motors Cor- 
poration of all ownership and control 
of the acceptance corporation . . . De- 
partment of Commerce reports that 
income payments to Americans dur- 
ing 1940 will approach the record of 
$74,500,000,000 made during 1930 and 
will exceed payments for any inter- 
vening year. 


x * * 


Germany again defaults on its 
$271,000,000 debt to the U.S. ... 
Panama’s ninth constitutional Presi- 
dent, Dr. Arnulfo Arias, is sworn 
into office . . . President Roosevelt 
appoints Lowell Mellett as one of his 
six administrative assistants ... War 
Department orders Col. Leonard P. 
Ayres, Cleveland, O., business an- 
alyst, to active duty as head statisti- 
cian under the Assistant Secretary of 
War. 
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NOW SGUAMA 


Slow motion is to be the order in foreign policy decisions, in armament 
drive, in conscription until elections are over. Then: Real pressure for a 
speed-up in defense production readiness to make fast-moving decisions on for= 
eign policy, emphasis upon action all along the line. 


2201 M Street, N. W. 
Washington, D. C. 





Problems ahead: War-industry production: Immense quantities of war materials 
at last are "on order;" task now is to get these materials "on hand," to remove 
kinks and stimulate production. Actual cash outlay on defense in September re-= 
mained relatively small at $220,000,000, up only $20,000,000 from August. The 
monthly goal: at least $500,000,000. Aid for England: Air attacks increase de= 
pendence upon U. S. industry, bring nearer the time when cash will run out; sub-= 
marine attacks increase need for more convoy ships, bring nearer time when U. S. 
naval help may be needed. Will credits and ships and airplanes be forthcoming 
in time? That question is an after-election issue. Showdown with Japan: Pre- 
election policy is to speak softly, to answer German-Japanese alliance with mild 
comment. After-election decision: Whether to show a big stick in form of naval 
action and embargoes. 











Emphasis in weeks before November 5 will be on avoiding war scares; on try= 
ing to keep the boat from rocking. Emphasis after November 5, regardless of 


outcome, will be upon a speedy fixing of the U. Se. course; upon clearing the air 
of some existing uncertainties. 











Is war the answer? That question won't down. Obviously: War is moving this 
way; is touching more and more American interests. But: War is not yet an offi- 
cial expectation; is not displacing “measures short of war" in calculations for 


the future. Question of war or absence of war may become a mere matter of defi- 
nition, of words. 


United States policy will be to give England every needed aid, to seek Neu- 
trality Act repeal if need be, to consider more ship transfers for convoy work, 
to speed war material deliveries by every means. Also: The United States will as- 
Sume more responsibility for protection of Australia and New Zealand; will func- 
tion more closely with Britain in opening of the Burma Road to Chinese war ma- 


terial traffic; will move to bring some clarity in a now-muddled Far Eastern 
policy. 





Always to be remembered: American commitments cover half of the world. 
American ability to defend those commitments from rising threats is highly uncer- 
tain in the present state of preparation. Result: If the going should get too 





(over) 
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NEWSGRAM--TOMORROW-- (Continued) 


rough for Great Britain or the United States, first interests would have to come 
first. First interest: hemisphere defense as contrasted with Far Eastern ven=- 
tures. 


A strange new worry is about to confront the United States. The worry? 
How to produce fast enough; how to get machines and labor and raw materials in 
volume big enough to meet demands. The demands: From consumers with more dollars 
to spend on cars and radios and ice boxes and other goods; from Britain with ur- 
gent demands for war materials; from the U. S. Government with equally urgent de- 
mands for defense equipment. 








The result: Production bottlenecks already are appearing in steel, in ma=- 
chine tool industry; in some other key industries, even before the defense pro- 
gram gets going. The problem: To keep a scramble for goods from touching off a 
rising price spiral; to induce labor to restrain demands for wage increases in 
the interest of stable prices; to make sure that defense work is not caught ina 
log-jam of less urgent orders. The outcome: Probably some plan for imposing 
priorities in industry; undoubtedly an increase in government attention to the 
price problem. 











New problem can become one of boom control, of holding some demands in check 
to give headway to armament orders without touching off a spiral of rising wages 
and prices. Long war involving Grest Britain can make this problem real in months 
just ahead, as the United States takes over more and more of the problem of 
British supply. 





Starting kinks now are out of the defense program; are finally to be re- 
placed by a smoother operation. Time required to remove first kinks: five months, 
nearly half a year, while dangers pressed closer. 





Defense progress report: Contracts let: $7,500,000,000, with $5,500,000,000 
for the Navy, $2,000,000,000 for the Army. Contracts to come: About $10,000,- 
000,000 in appropriations and authorizations approved by Congress. Next phase: 
Large-scale plant construction; building of vast production machine. Deliveries: 
Still many months away on a big-scale basis; still under 1,000 military planes a 
month for Britain and U. S.3; still in slow motion on 2ll types of heavy equipment. 
Money flow: To be heavily concentrated in seaboard States, in the big industrial 
centers. But: Defense Commission reports some progress in decentralizing plant 
and in devising 2 plan for geographical spreading of orders for materials. Con- 
scription: Soon to be a reality; soon to add new meaning to evidences of U. S. 
shift to something like a war basis. 

















Congress sentiment is veering further and further away from isolation; is 
coming around to view that others are ganging up on U. S., that American interests 
lie close to British. Outlook is that period after election will see a serious 
effort to change or repeal the Neutrality Act, to alter Johnson Act. Chance of 
change: now 50-50. Plan now is to recess Congress until after election, to keep 
the legislative machinery oiled but inactive. 
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NATIONAL BANK 


OF THE CITY OF NEW YORK 


Statement of Condition, September 30), 1940 


RESOURCES 
CasH AND DvE FrRoM BANKS a a es 
U.S. GovVERNMENT OBLIGATIONS, DIRECT AND FULLY GUARANTEED 
STATE AND MunIcIPAL SECURITIES 
Stock oF FepERAL RESERVE BANK 
OTHER SECURITIES . ee eee ae ‘ 
Loans, DiscouNTS AND B. ANKERS’  eoceupe ene 
BankinGc Houses 
Orner Rea Estate 
MortGaGes 


$1,440,939,577.81 
1,045,424,587.28 
.  158,861,726.85 
; 6,016, 200.00 
174,398,372.65 
, 625, 579,472.50 
32,494,257.80 
8,103,821.26 
10,439,720.99 
9,614,347.62 
11,117,675.61 
$3,522,989,760.46 


. . . . . . 


LL LPL 


CustoMEersS’ ACCEPTANCE LIABILITY 
Oruer AssETS 








LIABILITIES 
CapitaL Funps: 


CapiTraAL Stock . . 
SUMRPINS . . « « 
UnpIvipEep PrRorFits 


. $100,270,000.00 
100,270,000.00 
36,534,547.83 
$ 237,074,547.83 
. 14,331,365.48 
; ; ‘ 2,166,275.80 
‘ 3,251,341,946.91 
ie, ee er ea 10,788,799.13 
AND ForEIGN BILLs . 133,265.66 
7,153,559.65 
$3 $3,522,989,7 760. 46 
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RESERVE FOR CONTINGENCIES. . . 
RESERVE FOR TAXEs, INTEREST, ETC. 
ee a ee a a : 
AccCEPTANCES OUTSTANDING 

LiaBILITY AS ENDORSER ON ACCEPTANC 
Oruer LIABILITIES 








United States Government and other securities carried at $174,802,680.00 are pledged to secure 
public and trust deposits and for other purposes as required or permitted by law. 
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The National Week « » + 


RUSSIA AND CHINA— 
NEW ALLIES FOR U.S.? 


’ Basis for a Defense Agreement Seen as Offset to Axis Powers 


Contradictions in American 
policy. Japan’s continued 
heavy purchases here 


The United States today is sitting in 
on an international chess game 8,000 miles 
from home. Mr. Roosevelt is making the 
moves for this country. Those moves in- 
volve real armies and navies and trade 
weapons and are no make-believe pawns 
and knights and kings. 

On the other side of the table sits Ja- 
pan, with her Army and Navy already en- 
gaged. She has Germany and Italy kib- 
itzing with advice and with promises of 
later actual help. Japan has made _ her 
move into China, where she is blocked at 

g least temporarily. She is making a flank- 
ing move into Indo-China. The Japanese 
objective is to block off and to capture 
the British and Dutch possessions of Ma- 
laysia, now protected by the major base 
at Singapore. 


Counter-Moves of U. S. 
The United States, represented by Presi- 
dent Roosevelt, is seeking to check Japan 
short of her goal. Today the Chinese Army 
is the one force engaged. To strengthen 
that Army, a new American loan of $25,- 
} 000,000 has just been approved for use in 
| buying war materials. The British are be- 
| ing induced to reopen the Burma Road so 
| that these and other materials can move 
y to China through her back door. An- 
| nouncement is made that part of the 
United States Navy soon may pay a visit 
to Australia and New Zealand. 
In this game, however, the United States 
is operating in a field nearly halfway 
around the world. If the issue really were 
drawn, and American forces clashed with 
| Japanese forces 8,000 miles out in the Pa- 
cifie, every resource of this nation would be 
strained to bring that issue to a conclusion. 
The reason is that the United States, while 
trying to checkmate Japan in the chess 
game of power politics, has opened to the 
Japanese all of the vast American raw ma- 
w terial resources. One move is made to give 

China $25,000,000 with which to resist 
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Japan. Yet Japan is permitted each month 
to take $25,000,000 of war materials from 
the United States. 

The result is a difficult situation in which 
the checkmating attempts of President 
Roosevelt have had little effect to date. 
Japan has moved on from one strategic vic- 
tory to another, until today the Philippine 
Islands are being outflanked and the way 
is being opened to vitally important Sin- 
gapore. This could mean either retreat or 
early engagement of the American fleet, 





U.S. makes her moves in 
Far Eastern chess game. 

Difficulties in the way of 
checkmating Japan. 

The part that China and 
Russia would play in Ameri- 
can plans. 

How this country, for lack 
of agreements, may be forced 
to go it alone. 











which would be allied with the Chinese 
armies to pose a new problem for the 
Japanese. 

Here enters, however, the possibility of 
another move in this diplomatic and mil- 
itary game. 

That move is a possible defense agree- 
ment with Russia. Russia today stands 
poised in a position to strike at Japan from 
the rear. A move from this direction over- 
night could force the Japanese to pull back 
from the drive they are making to sur- 
round the Philippines and to get set for a 
thrust toward the riches of Malaysia, in 
which the United States is so deeply inter- 
ested. There is here the basis of a possible 
military alliance between the United States, 
Russia and China to offset in effect the 
military alliance between Germany, Italy 
and Japan. If to a Russo-Chinese alliance 
were added a British-Dutch-American al- 
liance, it is obvious that the Japanese 
would be checkmated very effectively. But 


would the United States or Russia be ei- 
ther directly or indirectly interested in any 
such tie-up? 

This much is out in the open: U.S. 
Ambassador Steinhardt has just re-estab- 
lished contact with Soviet Premier Molo- 
tov, in Moscow. Also: Russian Ambassa- 
dor Oumansky has just reopened conver- 
sations with Under Secretary of State 
Welles in Washington. The nature and ex- 
tent of these conversations are not re- 
vealed. 

However, this much more is out in the 
open: There still exists a “moral em- 
bargo” upon the shipment to Russia of 
aviation gasoline, of machinery needed in 
production of high-test gasoline, of avia- 
tion equipment, of military supplies of all 
kinds, of a number of raw materials. This 
“moral embargo” now is implemented by 
a system of export licenses. Through the 
use of this system, exports to Russia now 
are rigidly controlled under army direc- 
tion and no commodities subject to em- 
bargo are being released for shipment to 
Russia. 


Enigma of Russian Policy 

This means that Russia—a_ possible 
ally—today is receiving the same treat- 
ment from the American Government that 
is being accorded to Japan—a_ possible, 
even a declared, enemy. 

One reason for this situation is that the 
United States is not sure whether Russia 
is a potential friend or a potential foe, 
Hints come from both Tokyo and Moscow 
that there may be a basis for settling the 
differences between Japan and Russia. 
Reports come from Berlin and Rome that 
the Russians may be cut in on a new 
slice of Near Eastern territory in order to 
calm Russian fears about happenings in 
the Far East. 

In other words: The United States, 
venturing 8,000 miles from home, is all 
tangled up in oriental diplomacy and 
oriental maneuvering that may have 
American diplomats a bit over their heads. 
Nobody quite seems to know who is a 
friend and who an enemy. Russians, who 
would be natural allies for Americans in 
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the event of a war between the United 
States and Japan, are playing both ends 
against the middle. Japanese, who are 
traditional enemies of Russians, are seek- 
ing now to be their friends. Americans, 
who are interested in helping the Chinese 
and checking the Japanese, are the main 
supply base for Japan. 

A glimpse under the surface thus dis- 
closes a mystifying tangle out of which 
“an come an argument that the United 
States is her own worst enemy by serving 
as her potential enemy’s best economic 
friend. 

If Russia and the United States are nat- 
ural allies in event of trouble in the Far 
East, why are these two governments not 
more friendly? If China is an ally of the 
United States in event of Far Eastern 
trouble, why does the United States cur- 
rently give much more aid to Japan than 
to China? 

With regard to Russia: The wary atti- 
tude of the American Government is due 
to hostility toward the Russian form of 
government. It also is due to distrust of 
Russian purposes. This Government is dis- 
covered to be interested in the idea of 
playing power politics in the Far East, but 
to be unwilling to use the methods of pow- 
er politics. Germany and Italy and Japan 
have no such inhibitions. On the Russian 
side, three things are credited with influ- 
encing the present wariness toward the 
United States: (1) fear of Germany and 
distrust of American ability to fight in 
the Far East; (2) desire to get the grabs 
of territory that Germany permits; (3) 
willingness to assist Germany as a revolu- 
tionary force much more potent than Com- 
munism. 

With regard to China: The United 
States is willing to show a sympathetic in- 
terest, but to make few cash contributions 
toward the Chinese effort to resist Japa- 
nese expansion. Since December, 1938, 
this Government has made available 
$70,000,000 in credit to China, of which 
less than $25,000,000 has been used owing 
to restrictions imposed upon its use. Re- 
payments on past borrowings are ahead of 
schedule. The Chinese recently sought 
$100,000,000 from this government, with 
fewer strings attached, but were turned 
down. 

Yet China has resisted 1,500,000 Japa- 
nese, keeping the Army of that nation oc- 
cupied and thereby reducing the chance of 
a successful thrust by Japan toward Amer- 
ican interests in the South Pacific. 

With regard to Japan: This country 
has resisted Japanese expansion in theory, 
but is found by the record to have done 
little except provide aid for that expan- 
sion in fact. An embargo was placed upon 
export of aviation gasoline to Japan, yet 
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the Japanese in August bought more pe- 
troleum products than at any time in the 
past year. An embargo now is placed upon 
scrap iron. The Japanese, however, have a 
three years’ supply stored as a result of 
heavier purchases earlier. Japan bought 
three times as much American copper in 
August as she bought in any other month 
in the previous year. Her purchases of 
American machinery have continued to be 
very large. She is not getting American 
aviation equipment, owing to embargo. 
Eyebrows were raised recently when dis- 
covery was made that Mexico, with no 
steel industry, was starting to buy Ameri- 
can scrap iron. There is no bar to sales 
within this hemisphere and Japan might 
not be embarrassed seriously by having 
to buy through a third party. 

All of this raises some question concern- 





ing whether or not American diplomats 
are sure about what they are doing. The 
contradictions of American policy are cred- 


couraging Japan to press toward her ob- 
jectives in the belief that the United States 
really is not serious in an intention to 
fight at some point. 

The President’s moves, however, reflect 
an intention to use American naval forces 
—at some point—to resist Japan. Those 
moves, if resulting in war, would involve 
operations on the other side of the world 
in which the chance of early success would 
depend upon military support from China 
and Russia. The known facts fail to dis- 
close any imminent improvement in Rus- 
sian-American relations of the kind that 
would logically suggest a military alli % 
ance. 


ited by some important officials with en- 1 
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TOWARD WAR OR PEACE IN THE EAST? 


Policy of ‘Principle’ or ‘Expediency’ Divides State Department 


Dangers feared in enforcing 
both the Monroe Doctrine 
and ‘open door’ to China 


The question of peace or war, of ne- 
gotiation or use of force, dominates this 
Government today. Diplomats, together 
with admirals and generals, are taking 
over the place at the White House until 
recently occupied by New Dealers. Di- 
plomacy is moving in as economic reform 
moves out, 

What the diplomats decide—with presi- 
dential approval—the admirals and gen- 
erals execute. Their decisions today must 
skirt close to the edge of war. They are 
decisions that, under the Constitution, 
can be arrived at in secret. Only the 
treaties that may grow from these de- 
cisions need to receive senatorial approval. 
Treaties in today’s world take on less and 
less meaning, and carry less and less im- 
portance. 


Some Important Questions 


The real importance attaches to de- 
cisions on questions like these: Should 
Great Britain get half of the Army’s long- 
range bombers and more of the Navy’s 
destroyers for convoy work? Should the 
Navy act to take away 100 late-model 
American warplanes now lying on board 
the French airplane carrier Bearn at 
Martinique? Should an airtight embargo 
be placed upon sale of American war ma- 
terials to Japan? What commitments now 
can be made to Britain for protection of 
Australia and for support in backing 
Britain if aid is given to China by reopen- 
ing of the Burma Road? 

Diplomats right now are wrestling with 
those questions. The decisions they face 
on questions affecting Japanese-American 
relations involve peace or war. They are 
questions on which the admirals and gen- 
erals are being consulted. It is’ in this 
Far Eastern situation that war right now 
is moving closest to the United States. 
An understanding of that situation re- 
quires an understanding of the viewpoints 
and personalities of those who today are 
guiding this country’s diplomacy. 

The Situation: Armed American marines 
at this time are on duty in Shanghai, in 
Tientsin, in Peking, facing armed Japa- 
nese soldiers and marines. American gun- 
boats are plying far up the Yangtze River 
Mm territory controlled by the Japanese 
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Army. These American forces symbolize 
this nation’s rights and interests in China. 
Their presence is resented by the Japa- 
nese diplomats and military men. So long 
as armed American forces are confronting 
armed Japanese forces there is a chance of 
an incident that can touch off trouble. 
Yet this is just one of many points at 
which Japanese and American interests 
are colliding in the Far East. The reason 
is that Japan—now allied with Germany 
and Italy under a military compact—is 
determined to establish a “new order” in 
Asia under Japanese domination. There is 
a difference of opinion within this govern- 
ment concerning the American attitude 
toward that new order. The result is some- 
thing of a clash of personality and policy. 

The men and viewpoints involved are 
of interest to the people of the country. 


Navy’s Representative in China 
Admiral Thomas C. Hart: Admiral Hart 
is the representative of the armed Amer- 
ican forces on the ground in China, as 
commander in chief of the Asiatic fleet. 
The Admiral is described by naval officials 
here as “a law unto himself.” He operates 
with the widest discretion. Admiral Hart 
is described by his associates as an officer 
who is cool-headed, who keeps his feet on 
the ground, who is no seeker after trouble, 
but as one who temporizes with no situa- 


tion involving the rights of this nation, 
and who is quick to make and act upon 
decisions. The Admiral was a submarine 
commander during the World War and re- 
cently, at a tense moment, arrived at 
Shanghai aboard an American submarine. 
At 63, the commander of the Asiatic fleet 
has held rear admiral’s rank since 1929. 
He has served as superintendent of the 
Naval Academy and as a member of the 
Navy’s General Board. 


The “‘Pilot’’ of U.S. Policy 

Hull and Hornbeck: It is in the State 
Department—the center of today’s inter- 
est in departments of Government—that 
differences of opinion concerning foreign 
policy are centered. Dr. Stanley K. Horn- 
beck, a former university professor, is 
described as this country’s “pilot” on 
Far Eastern affairs. Dr. Hornbeck is a 
stanch believer in the use of every means 
to maintain long-established American 
rights. He would refuse to sacrifice princi- 
ple to expediency or to self-interest. His 
view is described as the traditional view 
that the United States should insist upon 
maintenance of freedom of the seas and 
the open door to markets anywhere in the 
world. There is no room in this attitude 
for a Japanese-dictated “new order” in 
Asia. 

Cordell Hull, as Secretary of State, is 





SECRETARY HULL—UNDER SECRETARY WELLES 
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reported to go along with the Hornbeck 
thesis. Secretary Hull places emphasis 
upon the importance of principles rather 
than expediency, but the Secretary is less 
inclined than some others to hasty action 
and more inclined to caution in reacting 
to challenges by Japan to long-accepted 
principles and rights governing Far East- 
ern affairs. Both Mr. Hornbeck, as the 
principal adviser of this Government on 
policies relating to the Orient, and Mr. 
Hull, as the man who carries out foreign 





mia World 
AMBASSADOR GREW 
Emphasis on “‘realism‘ 


policy, insist that this nation cannot 
shrink from the task of enforcing its 
rights. 

Welles and Grew: A somewhat different 
view of American policy in dealing with 
Japan is held by Sumner Welles. Under 
Secretary of State, and by Joseph C. 
Grew, American Ambassador to Japan. 

This view puts somewhat more emphasis 
upon “realism.” It recognizes that the 
United States, in the present state of its 
defenses, might have very great difficulty 
conducting war on the other side of the 
world. It puts somewhat more emphasis 
upon the possibility that revolutionary 
forces may be at work in the world and 
that adjustments might be worked out 
with the sacrifice of few American Far 
Eastern interests, and without war. 

Those officials who accept this some- 
what modified view believe that American 
rights and interests in China are not 
necessarily of an importance that would 
justify a fight and that there is room for 
negotiation and conference. 

The President: Mr. Roosevelt, at the 
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moment, is described as inclined to the 
side of caution. This would place him 
with Mr. Welles and Mr. Grew. But, in 
the past, the President has gone along 
with the Hornbeck-Hull thesis in Far 
Eastern relations. Many officials believe 
that he will be found back on that side if 
re-elected in November. Part of the reason 
for so believing is that President Roosevelt 
always has had a deep personal interest in 
China owing to the fact that his grand- 
father was one of those early American 
traders of clipper-ship days who carried 
the flag to Chinese ports. Also, in the past, 
the President has indicated little desire to 
deal with Japan, except on a basis that 
would deny recognition of Japanese con- 
quests. 


Fighting for a Principle 

All of this suggests that American 
foreign policy is based upon the tenet 
that, if the principle is right, the nation 
should be ready to fight for that principle. 
There is less emphasis upon the question 
of whether or not the nation is able to 
fight for the principle involved. 

Here enters the question of basic Amer- 
ican foreign policy, principles that guide 
those officials who today are charting the 
course that will lead to continued peace 
or to war. 


America’s Guiding Principles 

The Monroe Doctrine: The primary 
consideration for more than 100 years 
has been that of hemisphere defense. This 
remains the basic American policy. That 
policy has just been broadened to include 
defense of Canada and to bar transfer of 
territory in this hemisphere from one 
European nation to another. The problem 
of hemisphere defense, under conditions 
of modern warfare, is staggering in scope. 
It involves complete control of the seas 
over much of the earth’s surface. If 
enemies are developed in two oceans, the 
difficulty of enforcing the Doctrine be- 
comes much greater. Some very important 
naval officials express doubt that this 
country, for many years to come, can be 
armed adequately to protect the coast of 
South America below the turn of Brazil. 


Effect of the ““Open Door” 

The Open Door: Ever since 1898, the 
United States has adhered to the policy 
of demanding access to China upon an 
equal footing with other nations. This 
“open door” policy, enunciated by John 
Hay, has stood as a secondary, but strong- 
ly established, consideration in charting 
this country’s foreign relations. Some of 
America’s diplomats regard the “open 
door” policy as representative of a major 
mistake in this nation’s shaping of foreign 





policy. The reason is that enforcement of 
the open door to China requires the United 
States to take chances of a fight in two 
parts of the world at once—in the West- 


ern Hemisphere and in Asia, which is [| 
nearly halfway around the world. This, in 


turn, forces a dispersion of U.S. strength 
that violates every tenet of navel strategy. 

The result of this situation is that, un- 
less the British fleet stands to guard the 
Atlantic, the United States is faced—in 
the event of a fight with Japan—by the 
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Our Far Eastern “‘pilot’’ 


threat of wars in two oceans at once. 
There is some question about the ability 
of this country to fight a major war in 
one ocean, let alone two, until prepared- 
ness plans have progressed further than 
they have progressed to date. 

It is here that the division of senti- 
ment within the State Department takes 
on meaning for every person in _ the 
country. 

On the one hand there is willingness to 
fight to maintain the principles of Ameri- 
can foreign policy, whether or not those 
principles can successfully be fought for. 
On the other hand there is_ willingness 
to consider adjustment of some _princi- 
ples of less primary importance in order 
to be sure to have strength to defend 
those that are more vital. 

The decisions that are now being made 
are those of peace or war and those that 
involve the future character and course of 
American foreign trade. The fact that the 
United States draws 40 per cent of all 
imports from the area that Japan now 
covets is a factor in shaping those decisions. 
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New Tax Bill 


Facing 


Business for 1940 


How Levy on Excess Profits ls Computed and Where Burden Will Fall 


Rates for this year fixed, 
but increases are in prospect 
in 1941 to meet defense cost 


Congress has now levied all the taxes 
that will be applied to 1940 incomes. Busi- 
nessmen, as a result, can begin to figure 
on the amount of taxes they will pay out 
of profits for this year. That is the opinion 
of responsible administration leaders, now 
that Congress has passed the excess profits 
tax bill. 

This does not mean, they point out, that 
new tax legislation will not be passed at 
the next session of Congress. The pros- 
pect, it is generally agreed, is for higher 
and higher taxes to meet the costs of the 
defense program. Expectation is that a 
new excess profits tax, applicable to profits 
for 1941 and subsequent years, will be 
passed at the next session. 

If the country should become involved 
in war, all bets will be off, officials declare. 
New tax increases might be levied against 
1940 incomes. 

As matters stand, however, here are 
the taxes that the businessman will have 
to pay out of 1940 profits. First of all are 
those levied in the tax bill passed last 
June. This bill increased by 1 per cent 
the normal income tax paid by corpora- 
tions, and then required them to add 10 
per cent to the amount of tax they would 
pay on the higher rate. The latter was a 
temporary increase. It will run for five 
years, the estimated duration of the de- 
fense emergency. The 1 per cent increase 
in the tax rate, however, was made perma- 
nent. 

These tax increases mean that corpora- 
tions earning $25,000 and less a year will 
pay the following taxes on 1940 income, 
after deductions: 14.85 per cent on the 
first $5,000 of income, 16.5 per cent on the 
next $15,000, and 18.7 per cent on the next 
$5,000. Corporations which earn more 
than $25,000 a year would pay 20.9 per 
cent. 

The first revenue act of 1940 also per- 
manently reduced exemptions on individ- 
ual incomes to $2,000 for married persons 
and $800 for single persons, and increased 
surtaxes in the middle income brackets. 
In addition, it increased temporarily the 
amount of all income taxes payable by 10 
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per cent. And it extended excise taxes that 
would have expired next year until June 
30, 1945, and increased these taxes by 
varying amounts. 

The excess profits tax bill; or the second 
1940 revenue act, applies only to corpora- 
tions. It is divided into two parts. Be- 
sides the excess profits tax, it imposes on 
corporations earning more than $25,000 a 
year an additional increase of 3.1 per cent 
in their normal income tax. As a result, 
they will pay a normal tax of 24 per cent 
on their 1940 net income. Corporations 
earning $25,000 a year and less will pay 
the previously mentioned rates, provided 
in the first 1940 revenue bill. 

Corporations will pay the excess profits 


—Harris & Ewing 


SENATOR HARRISON 
To a large extent... a victory 


tax only on their excess profits. They will 
receive an initial credit or exemption of 
$5,000. This will exempt from payment of 
the tax about 430,000 of the country’s 500,- 
000 corporations. 

The remaining 70,000 will have their 
choice of two methods for computing their 
excess profits. One method would class as 
excess profits all profits over 8 per cent of 
their invested capital for the year in 
which the tax is levied. The other would 


give them a credit of 95 per cent of their 
average earnings for the 1936 to 
1939, inclusive. The latter is used as a 
base period because it precedes the de- 


years 


fense emergency. 

On any excess profits, corporations will 
pay the following rates: 25 per cent on the 
first $20,000 of excess; 30 per cent on the 
next $30,000; 35 per cent on the next 
$50,000; 40 per cent on the next $150,000; 
45 per cent on the next $250,000, and 50 
per cent on all over $500,000. 

Here is the way the tax would work. 
Suppose Corporation A in 1940 earns 
$100,000, on which it pays the normal 
corporation tax rate. In computing its 
income for the purpose of the excess prof- 
its tax, it can deduct the normal tax, 
which would be $24,000. But it also has a 
$5,000 initial credit. And it can deduct 8 
per cent of its invested capital for 1940, 
or 95 per cent of its average earnings in 
the base period. Suppose it has an in- 
vested capital of $600,000 and decides to 
deduct 8 per cent of this. That would give 
it a credit of $48,000. It may receive other 
credits, or it may be forced to make ad- 
justments which would increase its income 
for the purpose of its excess profits tax. 
But, if not, it would have credits against 
the $100,000 of $48,000, plus $5,000, plus 
$24,000, or $77,000. 

Thus it would pay the excess profits tax 
on $23,000. It would pay 25 per cent on 
$20,000 of this, and 30 per cent on the re- 
maining $3,000. That would mean an ex- 
cess profits tax of $5,900. Since it had al- 
ready paid $24,000, its total taxes would 
be $29,900. 

The excess profits tax is to a large extent 
a victory for Senator Harrison (Dem.), 
of Mississippi, chairman of the Sen- 
ate Finance Committee. The Treasury 
wanted an excess profits tax which would 
bear down more heavily on prosperous 
corporations. The result was a compro- 
mise; but one that ran more toward the 
Senate view that the tax should be limited 
to profits growing out of the defense 
emergency. 

The first revenue act of 1940 will raise 
an estimated $1,000,000,000 in revenue a 
year. The excess profits tax bill will raise 
an estimated $405,000,000 to $525,000,- 
000 in 1940 and $900,000,000 a year after 
that. 
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Planning a Post-War World: 
Government's Wider Role 


America Drafts Program of Spending and ‘Controls’ 
To Counter German System of Economic Compulsion 


Preparations under way 
to avert crack-up of boom 
after end of rearmament 


A third New Deal is beginning slowly 
to take blueprint form in the Washington 
offices of government planners. This is the 
New Deal for the world of the future— 
the world that some day must follow arma- 
ment building and war and trade disrup- 
tion. 

Hitler, in Germany, months ago put his 
economic handy man, Hjalmar Schacht, to 
work blueprinting a plan for a German- 
made world. Dr. Schacht and his staff 
have their first blueprints all ready and 
they assign to the United States a some- 
what limited trade role in the Western 
Hemisphere, leaving the remainder of the 
world to Germany and her satellites. 

In Washington, the counter-planning 
task is under way at the Federal Reserve 
Board. This task is under the direction of 
Prof. Alvin Hansen, of Harvard Univer- 
sity. It is inspired and carried out at the 
instigation of Marriner Eccles, Reserve 
Board chairman, who is convinced that the 
United States—just as much as Germany 
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—must start now to think about the fu- 
ture. 

This thinking on the part of the plan- 
ners starts with the assumption that gov- 
ernment is going to be forced to play a 
steadily expanding role in the future. 

The German plan starts off with busi- 
ness and finance inside Germany under 
complete government control and domina- 
tion. It goes on from there to create ma- 
chinery for a government monopoly of all 
foreign trade. This monopoly then would 
buy and sell through similar monopolies in 
other nations. There would be a planned 
division of raw materials, with quotas for 
major nations. 

Planners at work on the third New Deal 
here are not greatly impressed by Hjalmar 
Schacht’s plans, or by his claim to recog- 
nition as an economic wizard. They explain 
that there is no trick to planning and no 
trick in making an industrial machine work 
if government has power to order prices up 
and down, to tell workers how long they 
must work and what their pay will be, to 
tell businessmen where and how they can 
spend and invest their money, to take all 
surplus savings for use by the state and to 
turn exports and imports on or off at will. 
Schacht plans in Germany on the basis of 
all of those powers. 

The planners here do not intend that the 
next New Deal for the United States will 
go that far. They do see a “terrible head- 
ache” for this country when the boom 
that is developing now as a result of war 
armament orders blows up. 
Their task is to begin now to draw up the 
prescription for treating that headache. 


orders and 


Here viewpoint is important. Professor 
Hansen is a leading exponent of govern- 
ment “pump priming.” He is the fountain- 
head of many of the New Deal ideas of re- 
cent years that were translated into action 
by the group of economists he placed in 
key government positions. Reserve Board 
Chairman Eccles is a firm advocate of the 
Hansen theories that, in turn, are modifi- 
cations of the theories of John Maynard 
Keynes, the British economist. 

The blueprints of the future that now 
are in process of drafting will center heav- 
ily on government direction of investment. 
They will call for a future shift from arma- 
ment into a huge program of public works. 





They will call for government direction of 
the investment of funds in projects for de- 
velopment of Latin America and Canada. 
They will stress use of the tax system to 
adjust the volume of total savings of cor- 
porations and individuals more nearly to 
the investment plans of industry and gov- 
ernment. They will call for less emphasis 
upon antitrust law enforcement as a 
means of forcing competition in industry 
and will stress the need for government- 
supervised planning in basic industries as 
an alternative to price competition. They 
will call for more government control over 
foreign trade and more government adjust- 
ments in agriculture. 

The problem that has stumped and is 
stumping blueprint drafters in this country 
is the problem of price and wage control. 
In Germany, Schacht has a government 
that calls upon the concentration camp 
and the firing squad to enforce price and 
wage decrees. In this country, the plan- 
ners are toying with the idea that the 
future can permit enforcement by law of 
price and wage “ceilings,” when necessary. 

Today’s planning, both in Germany and 
the United States, reveals just one thing 
in common. That is the increased role that 
government apparently is to play in the 
world that will follow war. The planners 
here aren’t even giving a thought to the 
idea that there may yet be a return to 
“normalcy.” What they are planning, in 
detailed form, cannot be determined until 
there is more assurance concerning the 
type of world that is to be shaped out of 
today’s war in Europe and Asia. Plans to- 
day are fixed only in broad outline for ad- 
justment to specific situations. 
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Lessons learned in war 
applied to make America’s 
future air force strongest 


1 War abroad, it now turns out, is giving 
the United States a head start in one 
field of defense. War caught this country 
without an adequate warplane industry. 
It quickly showed what European _bel- 
ligerents had accomplished toward per- 
fecting the warplane—how they had forged 
ahead in equipping planes with cannon, 
high-caliber machine guns, armor for the 
protection of plane and crew, and self- 
sealing gasoline tanks. 

These lessons and others were quickly 
learned. In addition, British secrets were 
opened to American plane manufacturers. 
American designers got busy. The result 
is that the warplane industry that is grow- 
ing up in this country is geared to turn 
out aircraft embodying features superior 
to anything Europe now is showing. 


What New Planes Con Do 

An example is the pursuit plane being 
| built by the United Aircraft Corporation, 
which Rear Admiral John H. Towers, 
Chief of the Navy Department Bureau of 
Aeronautics, describes as “the fastest in 
the world.” This plane has a cruising 
range of 1,700 miles, as compared with 
800 miles for the best pursuit craft now in 
service, and a speed of 400 miles an hour, 
as contrasted with a top speed of 360 
miles for European fighter craft. 

American armed forces will be able to 
get larger and faster bombers than any 
now in use in the Battle of Britain or else- 
where. Plans are being made for a bomber 
with a cruising range of 6,000 miles, able 
to carry a bomb load of ten tons. Rapid 
progress has been made in building huge 
bombers. A new Douglas bomber has a 
wing-spread of 210 feet. 

The advantage which this country will 
have, by virtue of starting late, also will 
redound to the benefit of Great Britain, 
since England is buying part of our war- 
plane output. Improvements which will be 
embodied in planes for our armed forces 
will be drawn only partly from war ex- 
perience, since our own technicians have 
contributed much toward perfecting the 
warplane. England and the United States, 
therefore, will benefit mutually from the 


inventive skill of their best technical 
minds 
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R.A.F. FIGHTERS WILL BENEFIT BY U. S. IMPROVEMENTS 


U. S. GAINS IN THE WARPLANE RACE 


Fastest Pursuit Ships, Biggest Bombers Developed in Our Plants 
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Technical superiority result of our late start 


This country has taken the lead, in- 
formed observers say, in developing war- 
planes with a high degree of speed and 
maneuverability. 

To a certain extent, the improvements 
that have been made are contradictory. 
Armor and heavier guns for a plane mean, 
of course, that the plane will not be able 
to travel so fast or so far, since it will have 
to carry additional weight. Plane engineers, 
as a result, have to decide where to com- 
promise. In the case of the European bel- 
ligerents, the point of compromise is being 
determined by combat experience. 

The fact that faster planes are in pros- 
pect, despite the necessity for adding 
weight in the form of armor and guns, is 
proof of the rapid improvement in war- 
planes that is going forward in many dif- 
ferent directions. Goals toward which 
plane makers are striving are more speed 
and maneuverability, more power in gun- 
fire, greater climbing ability and efficiency 
at high altitudes, and increased power of 
survival for plane and crew. 

The trend in bomber construction is 
toward larger and faster “flying fort- 
resses.” The trend in fighter ship design 
is toward craft that look more like pro- 
jectiles. 

The Royal Air Force, according to re- 
cent dispatches from London, has placed 
in operation a crack new fighter plane 
which, with other unproved types almost 
ready for service, may shift the air war 
back to France by next spring. The ideal 


night fighter, military men explain, would 
be one hard to find and hard to hit after 
it was located. 

These are qualities that are being sought 
in designing day fighters as well. Con- 
siderable attention is being given to mak- 
ing bombers and fighters that will fly 
effectively at extremely high altitudes. 
That means extremely powerful engines, 
supplies of oxygen, and heated cockpits 
to keep the crew comfortable. It requires 
also better navigation instruments and 


unusually effective bomb sights for 
bombers. 
Other plane improvements include 


power-driven gun turrets and improved 
landing gear. Experiments are being con- 
ducted in automatic take-off and landings 
and remote control navigation. The liquid- 
cooled engine permits greater streamlining, 
which is a general aim in attaining in- 
creased performance and survival qualities. 

Little of the recent improvement in 
warplanes is basically new. Use of cannon 
in planes, self-sealing tanks and revolving 
turrets dates from the World War. What 
has happened is that old ideas have been 
improved. 

The tendency now is toward standard- 
ization of plane types. The object here is 
greater efficiency and speed in production. 
Standardization will permit further war- 
plane development, informed sources say, 
but it will operate to slow down the con- 
tinued improvement of some individual 
instruments used in the plane. 
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ISSUES MOVE INTO BACKGROUND 


Voters’ Attention Strays From Campaign Addresses to Hoodlumism 


A conflict in interpreting 
shifts of public sentiment 
between the candidates 


The presidential campaign is now mov- 
ing into its confusion stage. Egg-throwing 
at Wendell Willkie in the hostile areas of 
the 1937 sit-down strikes, a disagreement 
in interpretation of political reports and 
the Gallup poll, and a hot controversy 
around the question of whom Hitler is 
supporting seem to have caught the inter- 
est of the voters as much as the speeches 
on issues. 

President Roosevelt is now following 
earlier efforts of Henry A. Wallace and 
Governor Herbert Lehman, of New York, 
with a move to align American detestation 
of Hitler with his campaign for re-election 
for a third term. 

In his Friday press conference, the Presi- 
dent reached out directly to capitalize on 
the strong feeling against the dictators. 

He was asked about a newspaper story 
that the Axis powers wanted him defeated. 
The President was all ready for it. 


Quoting Newspaper Story 

Reaching out to his desk he picked up a 
copy of that morning’s New York Times 
which carried a story from Herbert L. 
Matthews, Rome correspondent, and read: 

“The Axis is out to defeat President 
Roosevelt, not as a measure of interference 
in the internal policies of the United States 
but because of the President’s foreign pol- 
icy and because of everything for which 
he stands in the eyes of the Italians and 
Germans. The coming United States elec- 
tion is realized to be of vast importance 
to the Axis . e 

Mr. Roosevelt was asked if he had any 
reason to believe that to be true. He re- 
plied that he was just quoting the newspa- 
per story and the correspondents might 
reach their own conclusions. 

Someone commented that this was a 
pretty good “ad” for the President, which 
brought no response from him. When he 
was asked if this had any connection with 
charges by Mr. Wallace about Mr. Will- 
kie’s being for appeasement, the President 
said he had no comment. 

Willkie backers felt that the President 
was trying to escape the argument over 
domestic policies by running against Hit- 
ler instead of Mr. Willkie. 

Sharp disagreement between the politi- 
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GOVERNOR LEHMAN 
The Axis is involved 


cal reports and the Gallup poll continues 
to be registered. In the opinion of many 
political experts, Mr. Willkie has been 
slowly gaining in strength for the last ten 
days and is now coming along to make his 
real challenge to the President. 

But the latest Gallup poll shows his de- 
cline continuing. Mr. Gallup now gives 
President Roosevelt 42 States and 499 
electoral votes against 6 States and 32 
electoral votes for Mr. Willkie. The effect 
of these polls on Republican morale un- 
questionably has been important. 

The poll’s samplings also revealed a dis- 
appointing picture for Republicans of their 
candidate’s fight on the West Coast. The 
gain he made in California, according to 
the poll, was 1 per cent, and in Oregon and 
Washington a loss was shown. 

The chief consolation of the Gallup poll 
for Republicans is that, in fifteen States, 
including most of the big doubtful ones, 
the Roosevelt gain has been halted or re- 
versed, and that 9 per cent of the people 
are still undecided—enough to determine 
the result of the election. 

Most political reports, however, do not 
bear out the results shown in the Gallup 
poll. Some of the private Democratic re- 
ports are known to be much less favorable 
to the President, and when they have 
come in they have puzzled political lead- 
ers. Some of these practical politicians ex- 


press the private opinion that things are 
not so favorable as they seem. 

Republican leaders claim evidences of 
increasing strength for their candidate 
since he began to campaign in the big 
States of the North. 

They cite several apparently logical rea- 
sons why their candidate should be gain- 
ing—the adverse public reaction to such 
hoodlumism as led to the throwing of to- 
matoes, eggs, rocks and other articles at 
Mr. Willkie on his trip to the scenes of the 
sit-down strikes in Michigan; the adverse 
reaction to the appointment of Elliott 
Roosevelt as a captain in the procurement 
division of the Air Corps; the increased 
tempo of the Willkie campaign, with radio 
speeches almost nightly, and the fact that 
many hostile crowds which have come to 
jeer have remained to listen and in the 
end show respect. 

Clearly, if Mr. Willkie is not gaining it is 
not because he is not trying. He is mak- 
ing a campaign such as no other candidate 
for President ever has attempted. In New 
York City, he has made and scheduled 
more speeches than any candidate for Gov- 
ernor of the State has made in the city in 
any campaign of the last twenty years. 

The Willkie schedule sounds almost like 
a mayoralty campaign. For example: 

Tuesday, Oct. 8: in the morning, a tour 
of Manhattan with speeches at Union 


—Wide World 
CAPTAIN ELLIOTT ROOSEVELT 
The G.O.P. saw adverse reaction 
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Square and the garment center; in the 
evening, a meeting in the Bronx at 8:30, 
another at Windsor Palace at 9:15, a radio 
broadcast under the auspices of the Will- 
kie Clubs at 10:30, a Harlem meeting at 
11:15, and another at midnight. 

This was preceded by four meetings on 
Saturday in Brooklyn at high schools. 
Thus Mr. Willkie is carrying to the Amer- 
ican people what he calls his “crusade to 
preserve our way of life.” 

All through the East he has been re- 
versing the usual campaign procedure and 
going to the centers of hostility. 

Republican leaders are banking on the 
American tendency to admire a candidate 
who has the courage to face day after day 
those who are most strongly against him. 

Doing that has not always been pleas- 


—Harris & Ewing 


SENATOR MEAD 
Up and down the State... 


ant for Mr. Willkie. It subjects him to fre- 
quent heckling and numerous missiles, 
which were so frequent in his Michigan 
appearances as to cause nation-wide atten- 
tion. As he entered the Book-Cadillac Ho- 
tel in Detroit, a woman employe of the 
Government threw from an eighteenth- 
flor window a cantaloupe, a wastebasket 
(which hit a girl on the head), a heavy 
ashtray, a bedpost and a bed spread. 

In Pontiac an egg splashed against the 
candidate’s open car and spattered on 
Mrs. Willkie’s dress. In Grand Rapids a 
tock was thrown through a window of the 
train, scattering glass and inflicting minor 
cuts on a newspaper correspondent. 

Reversion to such tactics caused Presi- 
dent Roosevelt to say that they were 
«, . ’ 

thoroughly reprehensible.” 
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Democratic leaders were frankly wor- 
ried about it because they feared the pub- 
lic reaction to such conduct by Mr. Will- 
kie’s opponents. Republicans said they 
looked upon it as the natural result of 
what they called seven and a half years 
of the preaching of class hatred by the 
Roosevelt Administration. 

In spite of these evidences of bitterness, 
there also have been evidences of progress 
by Mr. Willkie in breaking into the vote 
of organized labor. The West Virginia State 
Federation of Labor rejected by two to 
one a resolution indorsing President Roose- 
velt for a third term. Similar action was 
taken by the Indiana Federation. 

The Republican National Committee 
announced a list of fourteen leaders of or- 
ganized labor, chiefly in the building 
trades of the American Federation of La- 
bor, who have declared their opposition to 
a third term and indorsed Mr. Willkie. 


The President’s Tactics 


While Mr. Willkie was carrying his cam- 
paign to Cleveland for an attack on ad- 
ministration national defense policies, to 
Pittsburgh for a labor speech, to Philadel- 
phia, New York and New England, Pres- 
ident Roosevelt was holding strictly to the 
“non-political” campaign built around na- 
tional defense inspections. 

Mr. Roosevelt’s activities included ded- 
ication of the new Washington airport 
with a review of 400 planes, inspection of 
the Aberdeen Proving Grounds for heavy 
ordnance and the Glenn L. Martin air- 
craft factory in- Maryland, a week-end at 
Hyde Park, and preparations for a trip to 
Pittsburgh and Dayton, Ohio. 

At the latter city he will report in an 
evening talk by radio not only to the 
country but to the whole Western Hemi- 
sphere on the progress of American defense 
preparations. While advertised as “non- 
political” and broadcast on free radio time, 
this speech is expected to present what- 
ever answers the President plans to the 
Willkie attack, first made in Cleveland, on 
the handling of national defense. The Re- 
publican candidate charged that the Ad- 
ministration was playing politics with 
preparedness, was responsible for delays 
and had waited too long to get going. 

To the argument about not changing 
horses in mid-stream, Mr. Willkie ans- 
wered by asking, “Who got us in the mid- 
dle of the stream?” 

But the big gun of the Roosevelt cam- 
paign during the last week was fired by 
Governor Herbert H. Lehman, of New 
York, in his keynote speech before the 
New York State Democratic convention. 

James A. Farley, as Democratic state 
chairman of New York, opened the con- 
vention without mentioning the national 





ticket, and then bowed gracefully out of 
an active part. In the keynote, Governor 
Lehman declared that “nothing that could 
happen in the United States could give 
Hitler, Mussolini, Stalin and the Gov- 
ernment of Japan more satisfaction than 
the defeat of .... Franklin D. Roosevelt.” 

Mr. Willkie’s immediate protest that the 
“innuendo of the Governor’s assertion” 
was “false, malicious and subversive” re- 
ferred to the effort Mr. Willkie had made 
in going out of his way “to give unity to 
certain important aspects of our foreign 
policy.” The Governor responded by up- 
holding his statement, but insisting that it 
did not “in any way impugn Mr. Willkie’s 
patriotism or his devotion to American 
democracy.” 

Even though the campaign is getting 





—Wide World 
REPRESENTATIVE BARTON 
... the argument will be carried 


hot, it will be the most inexpensive one in 
many years. The Democrats cannot raise 
even their $3,000,000 Hatch Act limit. 
The Republicans could raise all they want, 
but under Mr. Willkie’s interpretation of 
the Hatch Act they are pledged to spend 
only $3,000,000. 

With both Mr. Willkie and the Presi- 
dent in New York over the past week-end, 
attention is centering more and more upon 
its very doubtful 47 electoral votes. When 
the candidates are not in the State, the 
burden of the campaign there will be car- 
ried by the two candidates for Senator, 
James M. Mead of Buffalo, Democrat, who 
now holds the seat, and Representative 
Bruce Barton. They will carry the argu- 
ment about the third term in almost daily 
speeches from now until November 5. 
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“In proportion as the structure of a govem- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened" 


GEORGE WASHINGTON 





Supposing Franklin Roosevelt is elected President of 
the United States for the third time! What would it 
prove? What would the mandate be? What guiding 
advice would the American people be giving this and 
future generations by their verdict? 

The election of Mr. Roosevelt in 1940 would prove: 

1. That hereafter any President can set himself up 
as the candidate to succeed himself for a second or 
third or even a fourth term, using the powers of his 
office, the influence of his own appointees and the far- 
flung authority of the Federal Government itself, its 
favors and its privileges, to win an election—and the 
majority of the American people really don’t care. 

2. That a President can incur upwards of $25,000,- 
000,000 in federal deficits with no sign of a balance be- 
tween receipts and expenditures—and the majority of 
the American people really don’t care. 

3. That a President can ignore the spirit and the 
letter of the Constitution of the United States by at- 
tempting to control the judiciary, publicly denouncing 
their decisions and proposing additions to the court for 
the admitted purpose of producing decisions desired 
by the Chief Executive—finally appointing five jus- 
tices from his own entourage who give us a partisan 
court—and the majority of the American people 
really don’t care. 

4. That a President can appoint as a justice of the 
Supreme Court of the United States a member of the 
Ku Klux Klan who had taken an oath of allegiance to 
an organization which made religious and racial 
bigotry its slogan—and the majority of the American 
people really don’t care. 

5. That a President can keep millions of Americans 
unemployed for seven years, throttling capital expan- 
sion and blaming every other factor but his own Ad- 
ministration—and the majority of the American peo- 
ple really don’t care. 


GOVERNMENT BY 6. That a President can use the 
BUREAUCRACY IS_ power of his office to see that 
NOT DEMOCRACY rubber-stamp Congressmen in 
his own party are nominated for 
the House and the Senate to do his bidding, notwith- 
standing the fact that the Congress is supposed to be 
a co-ordinate branch of the Government—and the 
majority of the American people really don’t care. 
7. That a President may boldly seek votes by es- 
tablishing partisan relations with one class of voters 


SUPPOSING MR. ROOSEVELT IS 
ELECTED FOR A THIRD TERM! 


By DAVID LAWRENCE 








and turn over governmental boards and bureaus nf 
personnel friendly to such class or group without re. 
gard to the principles of fair play in public administra- 
tion, as, for instance, in the National Labor Relations 
Board, the Securities and Exchange Commission, the 
Federal Communications Commission—and the ma- 
jority of the American people really don’t care. 


CONGRESS CAN BE 8. That a President may not 
CONTROLLED BY only campaign for the re-elec- 
CHIEF EXECUTIVE _ tion of a rubber-stamp majority 
leader in Congress but can per- 
mit the public funds of the WPA to be used to in- 
fluence such a senatorial election—and the majority 
of the American people really don’t care. 
9. That a President can permit a governmental 








board or agency to be judge, jury and prosecutor, im- 
pairing the practice of a fair and impartial hearing 
so deeply imbedded in the democratic system—and 
the majority of the American people really don’t care. 

10. That a President may tolerate the issuance ofa 
Democratic party campaign book deriving funds un- 
lawfully from corporations and at the same time per- 
mit copies of such a book containing his own auto- 
graph to be sold to corporations in violation of the 
letter and the spirit of the Federal Corrupt Practices 
Act—and the majority of the American people really 
don’t care. 

11. That a President may use the power and in- 
fluence of his office to conduct a political campaign 
and naively classify his speeches as “non-political,” ir- 
respective of their deliberate purpose to make votes 
and create cleavages in the body politic favorable to 
his cause—and yet the majority of the American peo- 
ple really don’t care. 

12. That a President may allow his officials to re 
fuse to aid the work of a committee of Congress in- 
vestigating subversive activities for two years and then 
calmly denounce such subversive activities without 
acknowledging his own Administration’s obstructive 
hostility to the work of such committee—and the 
majority of the American people really don’t care 

13. That a President may ask his Attorney Generd 
to write a legal opinion permitting the Executive t 
violate the statutes of the United States, tricky lar 
guage being invented supposedly to justify such at 
opinion, as, for instance, when the words of the statute 
forbidding the transfer of American vessels of war t 
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The record a Chief Executive can make and what the people will 
say about it at the polls in terms of advice to future * 
Presidents—What the mandate of 1940 may be. 
any belligerent were distorted—and the majority of when our defenses are critically deficient—and the ma- 
to § the American people really don’t care. jority of the American people really don’t care. 
e- 14. That a President may be fully forewarned by 22. That a President through his own appointees 
q. § all the secret data and reports of our army and navy may exert his influence to prevent the selection of any 
ns § intelligence services concerning the nature of the prep- candidate for the nomination of either President or 
he § arations for war in Europe—beginning more than two Vice President except those of his choice—and the 
g- § years ago and at least a year before the present war majority of the American people really don’t care. 
did break out—and do nothing substantial to build up 
our air forces so that we have less than 750 first-line LACK OF DEFENSE 23. That a President may refuse 
ot | combat planes to defend America—and the majority DUE TO LACK OF to debate the issues of a cam- 
c- | of the American people really don’t care. LEADERSHIP paign with his political opponent 
ty 15. That a President may accept the support of or to answer directly major criti- 
.- | corrupt political bosses in pivotal states to get his cisms of his stewardship, insisting that he is so busy 
n- | nomination—and the majority of the American people with national defense that he cannot engage in a cam- 
ity really don’t care. paign—whilst he carries on political conferences at the 
16. That a President in times of peril in the world White House and invites local Democratic politicians 
tal | May permit Cabinet portfolios of major importance to parade with him on “defense inspection” trips 
m- § to be occupied for months at a time by absentee —and the majority of the American people really 
ng officials, tolerating friction and negligence—and the don’t care. 
nd majority of the American people really don’t care. 24. That a President may refuse to appoint a co- 
re. 17. That a President may make ninety per cent of ordinator or chairman of the National Defense Com- 
fa™ his appointments to the federal judiciary from his own mission in defiance of the advice of the experts who 
in- | Political party instead of from the ablest lawyers in have for years been studying industrial preparedness 
et- | the country—and the majority of the American people for war—and the majority of the American people 
to. ™ teally don’t care. really don’t care. 
the 18. That a President may permit members of Con- 25. That a President may permit his own appointees 
ces gress to secure allocations of public funds for their on the defense commissions such as Mayor La Guardia 
lly | districts and states in such fashion as to give the of New York to engage in politics in his behalf—and 
electorate the impression that political pull in Wash- the majority of the American people really don’t care. 
in. ington determines the disbursements of relief money 26. That billions may be spent without a detailed 
ign and public works projects—and the majority of the accounting, that budgets can remain unbalanced in- 
jg American people really don’t care. definitely, that big industries can be taken over by 
stes governmental coercion in time of peace, that the truth 
to AID OF CORRUPT 19. That a President may seek about our lack of defense can be camouflaged and 
eo. POLITICAL BOSSES to influence the action of sup- distorted by government propaganda agencies, and 
IS ACCEPTE> posedly independent and quasi- that left-wing Communists can occupy important 
re- judicial commissions consisting places in the national administration—and the ma- 
in. Of his own appointees—and the majority of the Amer- jority of the American people really don’t care. 
hen ican people really don’t care. When bigger and more brazen blunders are made in 
out 20. That a President may see his own appointees the name of democracy, American presidents will 
tive lobbying in violation of federal statutes and do noth- make them hereafter! 
the | ing about it—and the majority of the American people What a slogan for the guidance of future genera- 
are. § Teally don’t care. tions! 
eral 21. That a President may delay the building of es- What a devastating precedent to set up for America 
> to @ Sential plants needed for national defense because he of the future! What a Machiavellian concept of public 
ant tefuses to take the leadership in removing the princi- duty whereby a Chief Executive can at will ignore the 
an § Pal obstacle—a settlement of the amortization prob- Constitution and the laws of the land, and the majori- 
lem—so that months of precious time are wasted ty of the American people really don’t care—or do they? 
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PRESIDENT ROOSEVELT AND GOOD NEIGHBORS IN UNIFORM 
Mr. Roosevelt: ‘‘One for all and all for one” 





More Guns, Airplanes and Tanks 
Inspected by Commander in Chief 


The White House, which, incidentally, 
has finally received a fresh coat of paint 
and now, for the first time in many 
months, is actually white, seems these days 
to be merely a wayside stopping-off place 
for President Roosevelt between hurried 
inspection trips throughout the East. Last 
week, for example, the Chief Executive 
turned itinerant with a vengeance, took 
two trips and planned a third. 

The trip that was planned for the week- 
end of Oct. 11-13 caused the most inter- 
est. For several days a presidential journey 
to the Midwest was a vague rumor, which 
hour by hour became more concrete as 
cautious White House Secretary Steve 
Early let hints drop. Finally it was offi- 
cially announced that Mr. Roosevelt would 
make an inspection tour in the Pittsburgh- 
Dayton area. Present plans will take him 
to the huge steel plants of Pittsburgh on 
Oct. 11, and the next day he will look over 
the Army’s great aerial laboratory at Day- 
ton’s Wright Field. 

Then, after the inspection, from a pri- 
vate car on his special train, the President 
will give the United States and the West- 
ern Hemisphere a “report” on American 
rearmament in a radio address, which will 
be rebroadcast in Canada and “beamed” 
by short wave to Latin America. “This 
address,” said Mr. Early, “will be a re- 
view and an outline of a straight narrative 
story on the defense program of the United 
States. The President wants the people of 
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all the countries to know what we are do- 
ing and why.” 

The week started healthily with a cruise 
in the presidential yacht down the Poto- 
mac River and up Chesapeake Bay, 35 miles 
above Baltimore, to the Aberdeen Proving 
Grounds. There, driving slowly through 
the 25,000-acre laboratory, the President 
viewed the Army’s latest guns, tanks, am- 
munition and motorized equipment. After 
he had been given full military honors, the 
Commander in Chief watched a field dem- 
onstration of new mechanized weapons, 
during which an antitank gun unit bogged 
down in a mudhole for ten minutes. Mr. 
Roosevelt dismissed the incident as in- 
consequential. 

The rest of the President’s six-hour, 100- 
mile inspection tour of Maryland’s de- 
fense facilities included a trip to the mas- 
sive Martin airplane plant, a visit to Fort 
Meade, an al fresco press conference and 
a roadside picnic lunch. Mr. Roosevelt was 
accompanied all the way by Maryland’s 
Democratic leaders. 

And the week ended with another trip, 
this time back to Hyde Park, where the 
Chief Executive had on his schedule an 
engagement to dedicate in one ceremony 
three Dutchess County schools. That, al- 
so, involved a radio address. It was just 
possible, Mr. Roosevelt said before he left, 
that his journey to the Hudson might in- 
clude a visit to the Army’s arsenal at 
Watervliet, N.Y. 








—Harris & Ewing 


Sandwiched in between these excursions 
last week was a significant White House 
meeting in the President’s oval office with 
visiting chiefs of staff of Central and South 
American nations. To these Mr. Roosevelt 
said: “We have an expression that is com- 
mon to all of the 21 republics—‘one for all 


and all for one.’ ” 


Also, two meetings were held with the 
press. The President, as usual, started by 
announcing that he didn’t think he had 
anything particular in the way of news. 
Then, at both conferences, he straightway 
proceeded to make headline news. At Tues- 
day’s gathering he called the egg-throw- 
ing reception accorded Wendell Willkie in 
Michigan utterly reprehensible. On Friday 
he refused to deny the truth of a news- 
paper story from Rome which asserted that 
the Axis “was out to beat President Roose- 
velt” in the elections. 

In addition to all this, the Chief Execu- 
tive found time to appoint Lowell Mellett, 
director of the Office of Government Re- 
ports, to be one of his six administrative 
assistants; consider with State Department 
officials proposals to apply further eco- 
nomic and financial pressure against Japan; 
write a foreword for the instruction folder 
to be given draft registrants. 

A White House event not generally pub- 
licized last week was the fact that Steve 
Vasilakos, the Greek-born peanut vendor 
who for 16 years has sold his wares at the 
northeast corner of the Executive Man- 
sion grounds, finally succeeded in becom- 
ing an American citizen. Other high mo- 
ments in Steve’s White House career 
were two rescues from the police, who 
tried to oust him, by peanut-loving First 
Ladies. 
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PRE-ELECTION LULL IN LEGISLATION 


Repair of Home Political Fences Occupies Attention of Members 


Completion of all major 
defense measures. More 
appropriations, taxes ahead 


Political fence-mending has replaced de- 
fense construction as the immediate task 
occupying congressional minds. Until after 
the electorate has expressed its preferences 
at the ballot boxes Nov. 5, little, if any, 
further legislative business will be trans- 
acted—unless an extraordinary emergency 
arises. : 

But Congress has disposed of all the 
major legislative proposals which have 
been brought forward in the name of de- 
fense, including appropriations and author- 
izations for that purpose which aggregate 
in excess of $12,000,000,000, conscription 
of man power and summoning the Na- 
tional Guard into active training, provision 
to build factories, subsidize them, or take 
them over in the event of controversy over 
orders, and other implementations of the 
program. 


More Taxes in Offing 


With little opposition, vast sums have 
been voted for defense purposes and two 


tax bills have been sent to the White 
House (see page 11) to help pay for the 
outlay. But other appropriations and oth- 
er taxes lie ahead. There will be at least 
one additional appropriation bill before 
the term of the present Congress expires. 

Congress kept busy last week and dis- 
posed of much work even though some 
sessions of each branch were non-produc- 
tive. 

The House was not too busy in prepar- 
ing for a possible future war to devote 
attention to veterans of the last war. Un- 
der the direction of Representative Rankin 
(Dem.), of Mississippi, chairman of the 
Committee on World War Veterans’ Leg- 
islation, the House passed, with no dis- 
sent, a bill directing that there be a pre- 
sumption of service connection with dis- 
ability if the veteran served with a com- 
bat unit overseas, even though direct proof 
of such connection be lacking. 

If the Senate agrees to this bill it will 
open the doors of government hospitals 
and the compensation acts to numerous 
veterans whose records are imperfect by 
directing that consideration be given to 
the history of the units in which they 
served. Records of many overseas veter- 
ans are imperfect, it was stated in debate, 
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because of the stress of such service. The 
bill passed under suspension of the rules, 
which requires a two-thirds’ majority, and 
without a roll call being demanded. 

Two days of the Senate’s time last week 
was occupied in a futile effort by Senator 
Elmer Thomas (Dem.), of Oklahoma, to 
defeat a conference report on a bill to re- 
quire that, after nine months, woolen cloth 
and garments shall bear labels setting forth 
the percentage of new and reworked wool, 
and of other fibers. It then adopted that 
report, previously approved by the House, 
by a vote of 31 to 18, and sent it to the 
White House. For 40 years, the domestic 
wool growers have been attempting to ob- 
tain such legislation. 

By contrast, the Senate on the next day, 
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REPRESENTATIVE RANKIN 
An open door for veterans 


in about three hours, passed two appropri- 
ation bills carrying close to $2,000,000,- 
000, one for the Army and Navy and the 
other for civil functions, but both essen- 
tially defense measures. 

Both branches completed action on a 
bill to modify the law limiting labor on 
construction of subsidized ships for the 
merchant marine to a maximum of 8 
hours a day, a relaxation which means 
overtime rates of pay for work in excess 
of 8 hours; on an amendment to the Rail- 
road Retirement Act, which will increase 


unemployment payments to. men covered 
by that law; on a bill to permit States to 
collect sales taxes on merchandise sold on 
federal reservations; and on codification 
and revision of the nationality laws, which 
impose obligations upon aliens who ob- 
tain American citizenship to maintain 
their rights to that protection. Agreement 
also was reached on a bill permitting the 
President to order under civil service, by 
non-competitive examination, some 200,- 
000 federal employes now outside that act. 


Sabotage Penalties Voted 
Among other important subjects which 
occupied the attention of Congress last 
week were establishment of a home guard 
for States while the National Guard is in 
federal service; imposition of severe penal- 
ties for sabotage against plants engaged in 
defense orders and against defense mate- 
rials; broadening of the bill to protect men 
in the armed services from harassment be- 
cause of debt by abating suits; authoriz- 
ing the President to requisition machine 
tools and other defense materials destined 
for foreign buyers but stranded on wharves. 
But the House rebelled against one leg- 
islative proposal which would have dele- 
gated additional discretionary authority to 
the President, and defeated it 129 to 123, 
with 167 members absent and not voting, 
most of them home on political campaigns. 
This was not an administration measure. 
The defeated bill was one to amend the 
Stolen Property Act so as to make it apply 
to confiscated property. Inspired by Texas 
oil interests in an effort to put a stop to 
imports of petroleum from Mexican wells 
expropriated by that Government, the bill, 
in mandatory form, passed the Senate 
some weeks ago without a word of debate 
or without a printed report or printed 
hearings. The House Judiciary Commit- 
tee amended it so as to empower the 
President to forbid entry of confiscated 
property when he considered such action 
to be in the national interest. The House 
attack against the measure was on the 
ground that such a proposal would make 
the President policeman of all acts by all 
governments in all parts of the world. 
Senator King (Dem.), of Utah, intro- 
duced a bill to scale down the British debt 
and to amend the Johnson Act so as to 
permit credits to Britain. (See page 27.) 
It was denied this was an administration 
proposal, and no immediate action was 
foreseen. 
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U.S. War Power 
In Comparison 
With Japan 


The United States, in war-waging 
power, today is more than a match for 
Japan. This fact takes on great impor- 
tance in the light of openly expressed 
Japanese hostility to America shown in 
the German-Italian-Japanese alliance. 

War in the Pacific would be a naval 
war, not a land war. Comparative strength, 
therefore, must be measured in ships and 
airplanes. 

The United States, as of today, posses- 
ses more and stronger ships than the Jap- 
anese. The Pictogram provides a com- 
parison based upon numbers. It shows 
that this country has 5 more completed 
battleships, 78 more destroyers and 38 
more submarines than the Japanese. Ja- 
pan has more cruisers. In numbers of war- 
planes the two nations are on a par. 

Other factors, however, influence rela- 
tive strength. 

Ship for ship, the American Navy is 
heavier than the Japanese Navy, with 
more armament, bigger guns and longer 
cruising radius. The American Navy is of 
1,280,000 tons to 745,000 for Japan. Ship 
for ship, too, the American air force is 
superior to the Japanese. The United 
States Navy’s air force is without a rival. 

While ships and men are important, 
equally important in naval warfare is pos- 
session of adequate bases of operation. 

In this regard Japan is well placed to 
guard her own homeland, but is not so 
well placed to operate in the South Pa- 
cific if the United States Navy utilizes 
British bases at Singapore and in Austra- 
lia and New Zealand. From those bases, 
the ships and airplanes of the American 
Navy would be in a favorable position to 
sever vital Japanese trade routes. Japan’s 
ability to sever American trade routes 
would be more in question. 

Other factors enter the picture. One is 
the fact that Japan started sooner than 
this country to build new battleships and 
will have two more within a year. Another 
is that Japan’s army is deeply involved in 
China, draining Japanese resources so that 
naval expansion is more difficult. A third 
is that maintenance of the American fleet 
in the Pacific rests upon British ability to 
keep Germany and Italy at bay in the 
Atlantic. 
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List of violators to guide 
Army and Navy in awarding 
preparedness orders 


Any manufacturer held to have violated 
the Wagner Labor Relations Act now may 
be denied a defense contract. A finding by 
the Labor Board is sufficient in itself, 
without substantiation by any court, to 
bring about this discrimination by the 
Army and Navy Departments. 

This is the effect of an opinion given by 
Attorney General Jackson putting teeth 
in the defense labor policy laid down by 
the National Defense Commission. 

The Attorney General’s opinion was 
quickly criticized in Congress. Representa- 
tive Routzohn (Rep.), of Ohio, asserted 
Mr. Jackson “could find no basis in law 
for this contribution to confusion,” and 
pointed out that last year Congress re- 
fused to pass a law which would have had 
the same effect. Other critics included 
Representatives Taber (Rep.), of New 
York, and Case (Rep.), of South Dakota. 

Immediately affected are more than 50 
companies that have appeals from board 
orders now pending in the courts. Eventu- 
ally, the effects of this policy may be felt 
by every employer who attempts to obtain 
a court ruling on the validity of a Labor 
Board order before complying with it. 

To assist in application of the policy, 
the Defense Commission hereafter will 
compile for military authorities a list of 
companies held to be violating the Labor 
Relations Act and other labor laws. It 
will compile this list from information fur- 
nished by the Labor Board, the Wage and 
Hour Division and the Secretary of Labor. 

For the War and Navy Departments 
this list will serve as a “guide,” but not a 
blacklist, to aid in selecting companies to 
which defense contracts are to be awarded. 

Where other factors are equally bal- 
anced, the contract award is expected to 
go to the firms not held to have violated 
the labor laws. Where possible, preference 
will be given to firms with acceptable em- 
ployment policies and peaceful labor rela- 
tions. All firms receiving defense orders 
will be expected to comply with labor laws. 

Actual application of this policy will be 
informal. Contract negotiations between 
manufacturers and the Government will 
be used as a means to mediate disputes be- 
tween employers and the Labor Board or 
other government labor agencies. Media- 
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DEFENSE COMMISSIONER HILLMAN 
Pressure and persuasion... 


tion means the use of pressure and persua- 
sion, but not legal penalties. 

Military authorities are pointing out that 
present laws do not permit formal denial 
of government orders to a firm held to be 
violating a labor law. Frequently cited is a 
ruling by the Comptroller General that, so 
long as the Labor Relations Act contains 
no provision requiring the withholding of 
government business from non-complying 
firms, the administrative officials have no 
authority to withhold contracts for non- 
compliance. The Comptroller General's 
opinion states: “The Congress has pro- 
vided the means of enforcing compliance 
with the requirement of said contracts, but 
the withholding of government contracts 
from a violator of such requirements is not 
one of the means so provided.” 

This entire labor policy is limited to con- 
tracts let through direct negotiation be- 
tween the Army or Navy and the manu- 
facturer. Contracts let by competitive bid- 
ding will be regulated by the usual re- 
quirements. 

Question has been raised whether the 
new policy would be applied to contracts 
already in effect. Military officials are posi- 
tive that the new policy will have no bear- 
ing on orders already outstanding. 

This answer, which Sidney Hillman, 
labor member of the Defense Commission, 
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TEETH IN DEFENSE LABOR 


Denial of Arms Contracts as a Weapon to 








POLICY 


Enforce Wagner Act 
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ATTORNEY GENERAL JACKSON 
. .. but not legal sanctions 


left in doubt last week, spells partial dis. 
appointment for the Congress of Indus- 
trial Organizations in its campaign to use 
the defense purchasing program as a club 
to force the Bethlehem Steel Corporation 
to comply with an order of the Labor 
Board. The order, directing the company 
to withdraw recognition of an independent 
employe association, has been appealed to 
the courts. Bethlehem Steel Corporation 
and Bethlehem Shipbuilding Corporation 
have received defense orders aggregating 
more than $1,000,000,000. 


Without government assistance, CIO 


leaders doubt that they can win their cam- 9 


paign against Bethlehem without risking} 
a strike. 


Both AFL and CIO are advising theiry 
local branches to bring all possible pres 
sure to bear on their state governors to 
force appointment of union spokesmen to 
local draft boards. One obstacle to appoint- 
ment of union leaders is contained in reg- 
ulations governing local boards. These pre 
vide that no member shall act on the case] 
of a registrant who is a “close busines 
associate” of the member. Many governot 
are reported already to have completed 
their lists from names suggested by loc 
chambers of commerce, junior chambers 
of commerce and American Legion posts 
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* * * New Safety Glass successful- 
ly demonstrated in Toledo with- 
stands the impact of a 16-pound 
bowling ball. However, wild bowl- 
ers aren’t traffic hazards unless you 
drive down the wrong alley. 





IF AUTOS WERE BUILT 


the way the average house is as- 
sembled, we are told that the low- 
est-price car would cost $15,000. 
Imagine picking up a jaloppy for 
only a thousand dollars and con- 
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Weather, sunlight doesn’t always 
come along when you want it. 
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can’t do much about it. Not so 
with Esso scientists. When sun- 
light fails they find a substitute. 


been accustomed to animal and 
vegetable oils which were compar- 
atively clear. Some of them, es- 
pecially makers of polishes for 
leather and furniture, had practical 
as well as esthetic reasons for 
wanting the bloom removed. Then 
it was discovered that exposure to 
Old Sol debloomed these oils. Yet 
lack of sunlight too often held up 
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Should the U.S. Navy Blockade Japan 
To Prevent Encroachment in 


Admiral W. H. Standley 


Retired, New York City; Former Commander 
of the Battle Force; Former Chief of Naval 
Operations, 1933-37, 


answers: 

The question of how and when our 
armed forces should be used to support 
diplomacy is a matter of policy and should 
be left to those government agencies whose 
responsibility it is and who have full in- 
formation upon which to act. 

The recent announcement that Japan 
had joined the Axis powers confirms the 
contention of many prominent American 
citizens—military, naval and civilian— 
that Japanese depredations in the Far 
East are part and parcel of the war in 
Europe. This status puts the question on 
a different basis. Japan is now acting in 
concert with Hitler and there is no longer 
any question as to the leadership. It is 
Hitler and Hitlerism. 

Hitler’s avowed purpose is to destroy 
democracy and democratic power and in- 
fluence in the world in order that he may 
dominate the world through Nazi regi- 
mentation. 

England, as representing the Allies, is 
now fighting the last battle for democracy 
in Europe. If Britain falls, the United 
States of America will be the last powerful 
democracy standing between Hitler and 
the accomplishment of his avowed purpose 
of world domination. 
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ADMIRAL STANDLEY 


Far East? 





Japan’s policy of expansion in 
the Far East, underscored by Japa- 
nese adherence to the Rome-Berlin 
Axis, has caused widespread dis- 
cussion as to what course of ac- 
tion this country should follow. To 
obtain a cross-section of authori- 
tative opinion, The United States 
News asked outstanding leaders 





in the fields of international law 
and political economy this ques- 
tion: 

Should the United States 
prevent Japanese encroach- 
ment in the Far East to the 
extent of using the Navy for 
blockade purposes? 

Answers are presented herewith. 





If we join with England in stopping 
Hitler in Europe, in time, we need not be 
disturbed as to further Japanese aggres- 
sion in the Far East. 


Henry M. Wriston 


PROVIDENCE, R.1.; President, Brown Uni- 
versity; Trustee, World Peace Foundation, 
answers: 

I do not know of any way in which we 
could use the Navy for blockade purposes 
without a declaration of war, and a dec- 
laration of war would involve very much 
more than the use of the Navy for block- 
ade purposes. 

Therefore, the only question to which 
I can give an answer is: Should the Unit- 
ed States go to war with Japan? To which, 
in the current circumstances, my answer 
would be, No. 


Frederic R. Coudert 


NEW YORK CITY; International Lawyer; 
Former Legal Adviser to the British Em- 
bassy at Washington, 


answers: 

In answer to the question, I should say, 
No. While the United States has treaty 
and other commitments for the mainte- 
nance of the status quo in the Pacific now 
menaced by Japanese aggression, it would 
at this time be unwise to take any positive 
step hostile to Japan. The reason for this 
is not to minimize the infraction of trea- 
ties or international law perpetrated by the 
Japanese Government, nor to palliate their 
attempted conquest of China. 

The first consideration is the security of 
the United States, both in the Atlantic 
and in the Pacific. That security is more 
imminently threatened in the Atlantic 
than in the Pacific. The destruction of 
the British power would be an immediate 





menace to our security in the Atlantic. 


For this reason, while surrendering no § 


rights in the Pacific, we should concen- 
trate our efforts upon aiding Britain in its 
defense against the Axis powers. 

While the British Navy subsists, we 
need not fear the Axis powers in the At- 
lantic. To refuse adequate aid to Britain 
now would imperil their Navy and thus 
imperil our own security. 


Quincy Wright 


CHICAGO, ILL.; Professor of International 
Law, University of Chicago; Special Assist. 
ant in International Law, Navy Depart 
ment, 1918-21, 


answers: 


At the present stage, the problem is less } 


that of using the Navy for blockade pur- 
poses than of using it in order to prevent 


Japan from extending her blockade of § 


China to Burma, or to the Dutch East 
Indies. 


I believe that the stationing of several | 
cruisers by our Navy at Singapore would | 


be an effective deterrent to either of such 
operations by Japan, and I heartily favor 
the policy of acquiring from Great Britain 
the right to use this base and perhaps oth- 
ers in the Far East. 


We can and should continue to put eco- | 


nomic pressure upon Japan, not by block- 
ade, but by import and export embargoes. 


W. R. Castle 


WASHINGTON, D.C.; Former Ambassador 


to Japan; Former Under Secretary of State, 


answers: 


If the American Government is seeking : 


an excuse to get into the war, and finds the 
Oriental back door the most convenient 
method, by all means use the Navy fot 
blockade purposes. That would be 3 
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The Question of the Week 
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WILLIAM R. CASTLE 


strange, new chapter in international law 
and would mean war. 

Our policy toward Japan has been pro- 
vocative for some years. We have done 
everything to bring on war except actually 
to commit an act of war, which the use of 
our Navy for blockade purposes would be. 
We talk much of our friendship for Brit- 
ain, yet our emotional harassing of Japan 
has helped to make that nation an avowed 
enemy, which is a disaster for Britain. 

A war between the United States and 
Japan would mean the end of war sup- 
plies to Britain, would keep our Navy 
more or less permanently in the Pacific— 
which is exactly what Hitler wants. Let us 
try to think ahead for once and depend on 
our brains instead of on our emotions. 


Denys P. Myers 


BOSTON, MASS.; Research Director, World 
Peace Foundation; Research Librarian, 
Fletcher School of Law and Diplomacy, 


answers: 

The United States should prevent Japa- 
nese encroachment in the Far East. The 
result is more important than the means. 
It is most desirable that the United States 
arrange with the United Kingdom for ef- 
fective use of the Singapore base. 

A naval cordon to protect the United 
States supply lines to the East Indies 
would naturally follow, but should not 
depend upon such an arrangement. Naval 
vessels should be used to convoy United 
States vessels in communication with Far 
Eastern ports, regardless of the so-called 
Japanese blockade. The rights which we 
possess in the Far East should be exercised 
in fact instead of being merely held to by 


(by telegraph) 
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word of mouth. Japan’s encroachments 
throughout the Far East occur in a vacuum 
for which our inertia is partly responsible, 
and the quicker we really protect our inter- 
ests the less will be the crisis we shall have 
to cope with later. 


Henry A. Atkinson 


NEW YORK CITY; General Secretary, World 
Alliance for International Friendship, and 
The Church Peace Union, 


answers: 

No. The best answer the United States 
can make to the Japanese-Nazi-Fascist 
pact is to give all possible help to Great 
Britain—and then some more. The defeat 
of Hitler will be the defeat of Japan, as 
well as of Italy. 

In addition, I hope very much that the 
United States will lay down a complete 
embargo on all gasoline and oil to Japan. 


Frederick J. Libby 


WASHINGTON, D.C.; Executive Secretary, 
National Council For the Prevention of War, 
answers: 
Definitely not, and for several good rea- 
sons. 
War on two fronts at the same time is 
contrary to sound military principle. 
Who says that our naval blockade will 
“prevent Japanese encroachment?” It is 
more likely to hasten and extend it. 
There is a better way of dealing with 
Japan than a five-year, fifty-billion-dollar 
war; viz., at the conference table, begin- 
ning with the appointment of an explor- 
atory commission, as suggested by Roy S. 
Howard. 


Francis White 


NEW YORK CITY; President, Foreign Bond- 
holders Protective Council, Inc.; Former As- 
sistant Secretary of State and Minister to 
Czecho-Slovakia, 


answers: 


I do not feel that it is to the interest 
of the United States Government to use its 
Navy to prevent Japanese encroachment 
in the Far East. To do so would inevitably 
put the United States into the war, for 
which it is not now prepared. I feel that 
it is most unwise to talk, make threats or 
take provocative action when we have not 
the means of making those threats and ac- 
tions effective. 

The first requirement of the United 
States in the present troubled world is to 
arm and arm and arm, and, until we are 
fully armed, we should keep quiet and not 
cause provocation. After we are armed so 
that our actions can be effective, then there 
should be a most careful consideration of 


what the national needs require and our 
policy mapped out accordingly. We should 
act only in accordance with a policy care- 
fully worked out to meet the needs and re- 
quirements of our country and people and 
not be rushed into unwise action, especial- 
ly when we are not prepared to meet the 
exigencies thereof. 


Herbert L. Satterlee 


NEW YORK CITY; Lawyer, Former Assistant 
Secretary of the Navy, 
answers: 

My answer is, No. As long as there are 
active hostilities in any part of the Atlan- 
tic Ocean, our Government should not be 
lured into sending its fleet across the Pa- 
cific for blockade purposes. 

The field of such a blockade as you in- 
dicate would be much larger than our 
fleet could effectively and that 
fleet would be too far away from its bases 
on this continent or at Pearl Harbor. 


Frederic A. Ogg 


MADISON, WIS.; Professor of Political 
Science, University of Wisconsin, 
answers: 

Assuming that the United States is not 
now prepared to make war on Japan and 
that public Spinion would not at present 
support such a war, the most effective way 
in which we can throw obstacles in the 
path of Japanese aggression southward is 
to give all possible aid to China in her 
fight against the aggressor. 

I doubt the wisdom of trying to employ 
our Navy at this juncture for purposes of 
blockade. 
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— Nhe bro avnd Con of Wattonal brewer. 


Japan’s Alliance With the Axis: 
How Editors View It 


The newly announced alliance of Ger- 
many, Italy and Japan amounts to a con- 
fession of weakness by the Axis powers, in 
the judgment of three-quarters of com- 
menting editors. Their view, as expressed 
by the Baltimore (Md.) Sun (Ind. Dem.) , 
is that the Axis felt the need of “a dra- 
matic gesture at this time.” 

One-fourth of the commentators, how- 
ever, see in the pact “ominous potentiali- 
ties” for the United States, and a large 
part of the press recognizes that the alli- 
ance is aimed against this country. 

“Actually,” says the Youngstown (O.) 
Vindicator (Dem.), “the new diplomatic 
offensive is a sign of weakness, an indica- 
tion that the military offensives have not 
achieved what was expected.” The Buffalo 
(N.Y.) Evening News (Rep.) concludes 
that “the treaty has come of the failure of 
the blitzkrieg against England.” 

The Austin (Tex.) American (Dem.) 
holds that “it is quite likely it may have 
a boomerang quality that will convince 
Americans it is now imperative that Brit- 
ain should not fail.” 

“Japan has been quite willing,” recalls 
the Rochester (N.Y.) Times-Union 
(Ind.), “to take advantage of France’s 
period of prostration and Britain’s mo- 
ment of involvement with troubles nearer 
home, but deliberately to pick a quarrel 


Duffy for Baltimore Sun 
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with a first-class power, like the United 
States, is quite a different proposition— 
and one from which even the militarists of 
Tokyo seem certain to shy away.” The 
Christian Science Monitor (Ind.) points 
out that “the treaty presents a technique 
that has been in operation for years.” 
“Fundamentally,” states the St. Paul 
(Minn.) Pioneer Press (Ind.), “signature 
of the treaty does not alter the situation 
nor does it increase the danger of involve- 


Talburt for Scripps-Howard Newspapers 
a ran 13 a4 fF 






JUST WHAT WE NEEDED TO START THE 
OLD KETTLE BOILING! 


ment for this country.” Similarly the 
Knoxville (Tenn.) Journal (Ind.) de- 
clares that “it represents nothing more 
tangible than the common hope of gob- 
bling up their neighbors—their hope of 
yesterday is that of today.” 

The Indianapolis (Ind.) News (Rep.) 
is convinced that “Hitler does not want to 
force the U. S. into full co-operation with 
Britain in the European war any more than 
Japan wants to take on the Pacific fleet.” 

On the other hand, attention is directed 
by the Pontiac (Mich.) Daily Press (Ind.) 
to the fact that “for the first time since the 
United States became a sovereign nation, 
an alliance of foreign nations has been en- 
tered into against us.” That paper feels 
that “it is not a pleasant thought that 
three of the great powers which might be 


Loring for Providence Evening Bulletin 
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able to strike at us on two fronts simul- 
taneously have deemed it expedient to 
combine against us.” 

“This world situation,” says the Fort 
Worth (Tex.) Star-Telegram (Dem.) , “has 
long been grave for the U. S., but this 
country has dealt with it by a strange mix- 
ture of isolationism, fictitious neutrality 
and passive participation in the European 
war. It hardly will be possible for the U.S. 
to straddle any longer. A choice will be dif- 
ficult, involving grave consequences.” 

“The challenge of Nazi Germany, Italy 
and Japan,” contends the Providence 
(R.I.) Bulletin (Ind.), “makes every- 
thing else secondary to the arming of the 
U. S. into the most powerful nation in the 
world as speedily as possible. Our way of 
life, our place in the world, the future of 
our children, our whole existence, every- 
thing we are and hope to be, depend upon 
an America invincible on land, sea and air.” 

“Of pivotal importance in the entire pic- 
ture,” states the Savannah (Ga.) Morn- 
ing News (Dem.), “is Soviet Russia. It 
may be barely possible that the United 
States may follow Britain’s example by 
trying to court the friendship of the Sovi- 
ets.” The Boston (Mass.) Transcript 
(Rep.) advocates every possible aid to 
Great Britain and China, and recognizes 
an attempt to “intimidate the U. S.” 

Among counter-measures suggested are 
embargoes of varying force against Japan 
and more co-operation with Russia. Those 
who minimize the alliance maintain that 
the U.S. is more powerful than Japan and 
that the new Axis nations are unable to give 
mutual assistance in possible hostilities. 
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The Pra and Con of National Issues 





American Loans 
For Britain? 


The commenting press is unanimous in 
the belief that extension of credits to 
Great Britain when needed for war ac- 
tivities would contribute to the security 
of the United States. The question is 
raised by a proposal by Senator King, 
(Dem.), of Utah, that the credit limita- 
tions of the Johnson Act and the Neu- 
trality Law be suspended so far as they 
apply to Britain. 

The only difference of opinion is as to 
whether such financial aid should be given 
at once or be held over for more extended 
debate in the next session of Congress. 
Three-fifths of commenting newspapers 
urge action at once, and two-fifths believe 
it advisable to wait. 

“Senator King has taken a long and 
realistic look into an uncertain future,” 
states the Washington (D.C.) Star (Ind.), 
adding: “To refuse credits or even out- 
right gifts of munitions to the British 
when need arises would be closely analo- 
gous to a refusal to arm our own forces in 
the face of an attack.” 

“The Johnson Act,” charges the New 
York Herald Tribune (Rep.), “never had 
any sound justification. This law was a 
product of the revulsion of the ’20’s against 
war, and more particularly, of an emotion- 
al upsurge predicated in a naive belief, 
cultivated by a small but highly vocal mi- 
nority, that all wars were the work of 


persons interested solely in preserving 


ah 
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LET THE CHIPS FALL WHERE THEY WILL 


their foreign investments. Today this the- 
sis has no standing in general opinion.” 
The New York Journal of Commerce 
(Ind.) sees no urge for immediate action, 
but adds: “Since this country has pursued 
the policy of advancing aid to Great Brit- 


ain ‘short of war’ in her conflict with Ger- 
many, the removal of the existing statu- 
tory obstacle to the grant of credit appears 
logical enough. The problem should assume 
an urgent character only in the third year 
of the war.” 


Herblock for NEA Service, Inc. 
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(This article represents the result of an 
extensive research on a topic of outstand- 
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=7_ ing importance in National Affairs today.) 


IF WAR COMES: SUPPLIES WE LACK 


Rubber, Tin Stocks Low, but Most of Needed Materials Are Available 


Danger of clash with Japan 
swings attention to products 
U.S. imports from Orient 


War in the Pacific has become a distinct 
possibility for the United States. The Ger- 
man-Italian-Japanese alliance is viewed as 
a direct threat to American interests and 
policies in the Orient. If war comes, 
Japan’s first move would be to try to sever 
the trade lanes with the East Indies and 
China. This attempt might even be made 
without war. 

These trade lanes are vital to American 
industry and to national defense. Through 
them, last year, passed most of the 690,000 
tons of rubber that went into automobile 
tires, fountain pens, heels for shoes, elec- 
tric insulation, golf balls and streamlined 
trains. Through these arteries also flowed 
almost all of the 100,000 tons of tin used 
for containers, bearings, solder and metal 
alloys. 


Source of Strategic Materials 

Rubber and tin are the most important 
materials this country obtains from the 
Far East, but that area also is a major 
source of supply for tungsten, mica, silk, 
quinine, spices, copra, cocoanut oil, palm 
oil and manila fiber. Nearly all of these 
products are listed by the War Depart- 
ment as strategic materials. This means 
that in some degree they are vital to de- 
fense and cannot be obtained in the United 
States. 

Thus these questions are raised: What 
would be the effect on American industry 
if Japan should succeed in blockading the 
Orient, keeping out American ships? 
Would production be impaired? Would 
the defense program be stymied? 

The answers come in part from Congress, 
which last spring adopted a program to 
acquire larger stocks of strategic materials. 
To carry out this program, the Treasury 
and Reconstruction Finance Corporation 
have made available $366,000,000 to build 
a two-year reserve of materials that might 
be cut off as a result of war. 

This program, however, is only begin- 
ning. In most instances, there is far from 
a two-year supply of strategic materials 
on hand. Actual conditions are known to 
the Army and Navy Munitions Board, the 
government agency charged with supply- 
ing the country with the materials it needs. 
Records of this Board reveal the follow- 
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ing supplies of the 15 strategic materials: 

Rubber. Six months’ supply available— 
approximately 350,000 tons. Government 
is now importing 25,000 tons a month to 
provide a stock pile of 415,000 tons by 
next July. 

Tin. Nine months’ supply on hand— 
about 80,000 tons. Government is buying 
75,000 tons and making plans to smelt 
Bolivian tin in this country. 

Chromium. Supplies adequate. 
ments now difficult, since they 
largely from Europe. 

Manganese. Supplies on hand for 18 


Ship- 
come 
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COLONEL MAXWELL 
Tighter controls over exports 


months or two years. New sources of sup- 
ply in Cuba and Brazil, besides several 
_low-grade deposits in this country. No 
difficulty expected. 

Nickel. Ample reserves available in Can- 
ada. 

Tungsten. Year’s supply on hand, more 
coming from China. New sources may be 
developed in South America and United 
States. Meanwhile, molybdenum, abundant 
in Colorado, could be substituted. 

Mercury. United States is now 75 per 
cent self-sufficient. 

Silk. Adequate supplies, plus adequate 
substitutes in rayon, nylon and other syn- 
thetic materials for most purposes. 

Cocoanut charcoal. Essential for gas 








masks. Satisfactory substitutes now in 
production. 

Quartz crystal. Adequate supplies, ade- 
quate reserves in Brazil. 

Mica. Principal supply source is Mada- 
gascar, French African colony now under 
blockade. Substitutes now used in electrical 
industry. 

Manila fiber. Current supplies adequate. 
No satisfactory substitute found to make 
high-grade rope needed by Navy. 

Quinine. Year’s supply on hand. Essen- 
tial for treatment of tropical diseases like 
malaria. Synthetic substitutes being de- 
veloped. 

Antimony. No problem. Adequate sup- 
plies in Mexico. 

Industrial diamonds. Recent addition to 
strategic list. Abundant in South Africa, 
found in Brazil. Only small supply needed. 


Our Huge Gold Supply 


A material not listed in the strategic 
column is gold. This country now has more 
than 20,000 tons of this metal, 70 per cent 
of the world supply, valued at more than 
$20,000,000,000. To acquire this, the 
Treasury paid more than $15,000,000,000 
in the last 10 years. 

In contrast to the gold-buying program 
has been the slowness with which the 
Government has purchased necessary raw 
materials. While the Treasury has poured 
out billions for a metal useful only as 
backing for currency, a mere $12,000,000 
had been spent up to June 30, 1940, for 
strategic materials. 

In consequence, the Government finds 
stocks of rubber, tin and chromium peril- 
ously low, and is discovering that we have 
allowed Japan to lay in large supplies of 
scrap iron, which that empire evidently 
considered more important than gold. The 
Government is using its vast purchasing 
power for necessary raw materials belated- 
ly, despite warnings delivered as early as 
two years ago from students of the world 
situation. A companion step has been the 
imposition of virtual embargoes on the 
re-export of strategic materials, under di- 
rection of Lt. Col. Russell L. Maxwell, 
export control administrator. 

The United States, however, is not ex- 
pected to be strapped by any lack of raw 
materials, even in the face of a war effort. 
The country doubtless would fare better 
with larger supplies of tin and rubber, but 
it is not likely to be pinched without them. 

Rubber can be produced synthetically, 
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and both rubber companies and oil com- 
panies are building plants for this pur- 
pose. Last year only 1,700 tons of sub- 
stitute rubber was produced, contrasted 
with a demand for 590,000 tons, but, in 
18 months or two years, synthetic rubber 
could be brought into large-scale pro- 
duction. Required would be an investment 
of several hundred million dollars, but 
this investment, although more expansive 
than continued reliance on the East Indies, 
might, in the end, prove to be a strategic 
one. 

Meanwhile, the country and the defense 
program would have on hand enough rub- 
ber for six to nine months. For the re- 
mainder of the time required to complete 
synthetic plants, much discarded rubber 
doubtless could be reclaimed and substi- 
tute materials found for rubber’s less 
important uses. 

The same situation prevails in tin. Much 
tin now reposing in dump heaps through 
the nation could be reclaimed, and many 
substitutes, adequate but less satisfactory, 
are available. For containers there are 
glass, cardboard and lacquered steel plate. 
For alloys, nickel could be employed in 
many processes now using tin. 


New Industries for Americas? 


Tin and rubber are the only strategic 
materials that present a problem. Manila 
fiber, now obtained exclusively from the 
Orient, can be developed in Latin America. 
Latin America, in fact, is viewed by many 
chemists and agricultural experts as a 
favorable substitute for the Orient as a 
vital source of supply. 

If the United States cannot become self- 
sufficient alone, hemisphere self-sufficiency 
is viewed as a definite possibility. 

Supplies listed as critical are materials 
that the United States would require in 
large quantity to meet defense needs. 
Among the most important are aluminum, 
optical glass, aviation gasoline and wool. 
In all but wool domestic supplies are 
ample, and wool production could be ex- 
panded under stress of defense need with- 
out great difficulty. Products difficult to 
obtain are cork, kapoc, opium, cocoanut 
oil, palm oil, spices and tea, but these com- 
modities are not particularly important to 
national defense. 

The progress of American industry in 
developing substitutes and new sources 
of strategic materials is exemplified by the 
fact that, since 1920, the Army’s list of 
strategic items has shrunk from 42 to 15. 
And of these only eight—rubber, tin, 
chromium, silk, manila fiber, quinine, 
tungsten and cocoanut charcoal—present 
Procurement difficulties. Under the de- 
fense program, this progress is expected to 

spurred. 
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THE NATIONAL CITY BANK 
OF NEW YORK 


Head Office > 55 WALL STREET - New York 





Condensed Statement of Condition as of September 30, 1940 


(In Dollars) 


INCLUDING DOMESTIC AND FOREIGN BRANCHES 


ASSETS 


Cash and Due from Banks and Bankers 
Gold Abroad or in Transit... 
United States Government Obligations (Direct or Fully 


I inca cake nda ba ah ancd mam bale eek aellwm 
Obligations of Other Federal Agencies. ............... 
State and Municipal Securities...................0.-- 
IE aon oi bl be CN is ara Gb ene ae ate 
Loans, Discounts and Bankers’ Acceptances........... 
Real Estate Loans and Securities....... 
Customers’ Liability for Acceptances. ............000- 
Stock in Federal Reserve Bank..................00. 
Ownership of International Banking Corporation 
(Including Paris Office) 


Bank Premises 


ee ee ey 


as 


reer ee iveinssdweneceaeseed oe 
LIABILITIES 
SNE 5S Radda sees dai wlaleeediaeedmwaes eee oars 
Liability on Acceptances and Bills. ....... $22,664,975 
Less: Own Acceptances in Portfolio. ..... 


13,502,128 


Items in Transit with Branches................c.cce. 
Reserves for: 
Unearned Discount and Other Unearned Income 
Interest, Taxes, Other Accrued Expenses, etc 


Dividend 


RNA iv scale CE5Ge hens aee Kaede eoen $77,500,000 
ESSENSE es RARE eet rrta a cr een ae 53,000,000 
Undivided Profits............ jeaveesoue 16,711,888 


$1,285,089,939 
621,500 


778,108,016 
33,601,904 
169,411,301 
63,960,974 
524,129,037 
7,797,910 
4,521,773 
3,915,000 


8,000,000 
41,548,168 
476,707 
1,237,845 


$2,922,420,074 


$2,740,411,458 


9,162,847 
12,220,061 
4,008,002 


7,855,818 
1,550,000 


147,211,888 





$2 ,922,420,074 


Figures of Foreign Branches are as of September 25, 1940. 


(Brussels as of September 21) 


$72,906,991 of United States Government Obligations and $27,386,169 of other assets 
are deposited to secure $75,600,712 of Public and Trust Deposits and for other purposes 


required or permitted by law. 


(Member Federal Deposit Insurance Corporation) 
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September 30, 1940 


RESOURCES 
Cash and due from Banks 
U. S. Government Securities . 
State, County and Municipal Reeséities 
Other Securities . 
Loans and Discounts 
Bank Buildings 


Accrued Interest Redes . 4 
Customers Liability Account of Acceptances 


LIABILITIES 
Capital Stock . 
Surplus and Net Profits 
Reserve for Contingencies 
Dividend (Payable October 1, 1940) 
Reserved for Taxes and Interest 
Unearned Discount . 
Acceptances 
Deposits 


- $295,532,953.54 


169,358, 134.38 
20,460,805.26 
52,424,790.31 
83,249,696.32 

2,925,750.00 
2,393,389.53 
2,017,666.12 


$628,363,185.46 





. $ 14,000,000.00 


29,588,983.93 
2,587,203.59 
875,000.00 
983,972.41 
203,647.35 
2,475,729.43 
577,648,648.75 


$628,363,185.46 





MEMBER OF THE FEDERAL DEPOSIT INSURANCE CORPORATION 


JOSEPH WAYNE, JR., President 


32nd Street & Lancaster Avenue 
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IDLE BANK FUNDS FOR DEFENSE 


Removal of Barriers Permits Their Use for Financing Plant Expansion 


Stimulus to production 
of arms is expected 
to follow Congress action 


The nation’s banks are getting ready to 
participate in the defense program. Na- 
tional Defense Commission officials have 
completed plans for tapping the huge 
reservoirs of idle bank funds to obtain 
financing for new defense factories and for 
the production of armament and supplies. 

The object of this program is to have 
private sources do the defense financing 
job as much as possible. This will put to 
use some of the money lying idle in banks. 
Officials hope, also, that it will make un- 
necessary, to some extent, the use of fed- 
eral funds to build new plant facilities. 

The most important effect, they feel, 
will be the stimulus to the defense pro- 


Underwood & Underwood 
FEDERAL RESERVE CHAIRMAN ECCLES 
$3,000,000,000 arms ‘kitty’ found 


gram. That will mean faster production 
of aircraft and other equipment and sup- 
plies necessary to preparedness. 

Three major barriers have retarded the 
full use of private resources in carrying 
out the defense program. They were: the 
lack of adequate tax-free deductions from 
meome to take care of the higher depre- 
ciation rate for defense plants; the Vinson- 
Trammell Act limits on profits from gov- 
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ernment aircraft and naval contracts, and 
the fact that it was illegal to use govern- 
ment contracts as collateral for bank loans. 

Last week all three barriers were rapid- 
ly being removed. The excess profits tax 
bill, suspending the Vinson-Trammell Act 
and permitting corporations to deduct the 
whole cost of a new defense factory from 
their taxable income within five years, 
was passed by Congress. Another bill was 
rushed through permitting corporations 
having contracts with the Government to 
take those contracts to the banks and bor- 
row money on them. 

It was this little-noticed bill that con- 
tained the key to the hoards of idle bank 
funds. Without it, banks were hampered 
in making loans in anticipation of repay- 
ment out of government contracts. With 
it in effect, they could take from a manu- 
facturer a contract for supplies and lend 
him the working capital to produce the 
supplies. 

Officials are hopeful that a substantial 
amount of bank funds will be used in this 
way. If so, it will prove a great stimulus 
to the defense program. But that is not all. 
The bill will permit banks to lend against 
contracts in which the Government arranges 


to reimburse the manufacturer for the cost_ 


of the plant. The Defense Commission has 
drawn up a contract in which manufactur- 
ers would be reimbursed for certain classes 
of plant facilities within five years. 

These contracts, officials point out, will 
be as good as government bonds as a re- 
sult of certain features in the bill that will 
protect banks making loans against them. 
Bankers from New York and Chicago last 
week conferred with Defense Commission 
officials about the possibility of loans 
against these contracts. They were eager 
to handle this kind of business, Federal 
Reserve Board Chairman Eccles’ statisti- 
cians found in a recent survey that the 
commerical banks of the country were ready 
to lend at least $3,000,000,000 against this 
type of contract, or several times the 
amount officials estimate will be needed. 

In cases where the Government reim- 
burses the manufacturer for the cost of the 
plant, of course, the Government will own 
the plant. The manufacturer, under the 
terms of the contract, could buy it back 
at the end of the defense emergency at 
the original price, less an amount agreed 
upon for depreciation. 

Such factories, like the others, would be 
built to supply defense materials. But the 
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COMMERCE SECRETARY JONES 
RFC dollars ready for defense 


manufacturer would want the Government 
to reimburse him for the cost in the event 
it appeared that the plant would be use- 
less at the end of the defense emergency. 
Ordinarily, the Government might in- 
clude the cost of the plant in the price of 
the materials produced in it. But officials 
want to hold prices down. They have ar- 
ranged, therefore, to pay directly for the 
cost of the plant in cases where the man- 
ufacturer would want to be reimbursed. 
There are two other types of plant, those 
useless except for defense and built di- 
rectly with government funds, such as 
powder factories, and the long line of fac- 
tories that produce goods both for defense 








PACIFIC GAS AND ELECTRIC CO. 
DIVIDEND NOTICE 


Common Stock Dividend No. 99 


A cash dividend declared by the Board 
of Directors on September 18, 1940, 
for the quarter ending September 30, 
1940, equal to 2°% of its par value, will 
be paid upon the Common Capital Stock 
of this Company by check on October 
15, 1940, to shareholders of record at 
the close of business on September 30, 
1940. The Transfer Books will not be 
closed. 


D.H. Foote, Secretary-T reasurer. 


San Francisco, California. 
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Too late now 


N the stress of his business or profession, many a man has put 
] off until too late the development of an —s investment 
program. Every farsighted investor with dependents should 
ask himself: If trouble should befall me, how well would my securi- 
ties take care of my family? 

Haphazard ventures sometimes can be kept afloat while the 
head-of-the-house is active at the helm. But things happen in this 
world, and a conscientious investor wants to steer a course that 
will not plunge his loved ones into confusion in event of disaster 
— Every Problem Personal 

Such personal factors profoundly influence the design of an 
adequate investment program. Whether certain securities fit your 
own particular case may involve questions of your income—present 
and prospective. It is essential to consider your age, health, and 
number of dependents. Vital also are the factors of how well your 
holdings are diversified, amount of insurance, running expenses; 
and debts, if any. 

That is why, in our initial survey of a portfolio, we try to look 
just as intently at the investor as at the investments. In two-score 
years of experience this policy has won standing and esteem for 
Babson’s Reports. Investors appreciate this broader viewpoint: That 
a dependable service takes thought for dependents. 


Three-Point Program 


The purpose of Babson’s Personal Investment Service is to help the 
investor to Protect Principal, Provide Income, and Build Up Capital. It 
makes you the beneficiary of forty years of continuous advisory experience. 
These four decades cover 5 booms, 5 panics, 8 Administrations, World 
War I and now World War II. : 

To appreciate fully just how Babson’s Personal Investment Service 
applies to your own circumstances and problems, ask us to send you 
further information. Remember that ceaseless change is constantly switch- 
ing yesterday’s investments into 
tomorrow’s speculations. Where 














What’s Worrying You NOW? 


on which you are in doubt. 
Pin This Notice to Your Request 


\| do your holdings stand today? 


Are you holding securities in any company 


the future of which you feelisin doubt? Would B b t 
you appreciate knowing—without charge or a son S e or . 
obligation—whether investors receiving Babson’s 


Reports are being advised to hold or sell the 
securities of that company? 


Incorporated 
Roger W. Babson, President 


Babson Park, Mass. 


Investment Advisors Since 1904 


If so, ask for our opinion of the security 
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The Finance Week 





and civilian needs. Tax-free deductions 
from income can be taken against the lat- 
ter in five years if the proper government 
officials certify that they are needed to 
carry out the defense program. 

The Reconstruction Finance Corpora. 
tion, under the experienced lending eye of 
Commerce Secretary and Loan Adminis- 
trator Jesse Jones is expected to finance a 
large part of this type of construction, 
Aircraft makers lately have undertaken 
to build new facilities valued at $100,000,- 
000 without asking the Government to re- 
imburse them. They have borrowed the 
money from the RFC. Another $200,000,- 
000 of aircraft factory expansion is in 
prospect. 

The Defense Commission, however, 
wants to divert financing of plant expan- 
sion from the RFC to the banks. 


An old charge that America’s corporate 
wealth is controlled by a mere handful of 
rich folk was revived when the Temporary 
National Economic Committee released a 
study by the Securities and Exchange 
Commission. Entitled “The Distribution of 
Ownership in the 200 Largest Non-Finan- 
cial Corporations,” the study as revealed 
by Senator O’Mahoney (Dem.), of Wy- 
oming, shows that: 

Thirteen family groups hold $2,700,000,- 
000 worth of stock in the 200 corpora- 
tions that account for the bulk of activity 
in manufacturing, mining, utilities, trans- 
portation and communication. This stock 
ownership represents but 8 per cent of 
the total stock, common and preferred, 
outstanding. 

Of the thirteen families, three—Mellons, 
Rockefellers, Du Ponts—have sharehold- 
ings valued at $1,400,000,000. 

In 80 corporations, one family or a small 
number of families exercise absolute con- 
trol through majority stock ownership. In 
60 corporations, control is exercised by 
other corporations, and in the remaining 
60 corporations no dominance is evident. 





Changes of Address 


Notice of change of address 
should be sent not less than 
two weeks prior to the date 
change becomes effective. 
Send the address at which 
copies are now being received 
and the new address at which 
you wish to receive copies. 
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Industrial production in September is estimated 125-127 per cent of 1935-39 
average, anc moderate further rise is expected in seasonally adjusted index for 
October. Slowing down is due to fact that some industries are approaching capac- 
ity, and seasonal trend is still upward. In November and December, when sea- 

sonal decline is normal, activity may be fully sustained, leading to sizable new 
gains in the "corrected" index. Machine tool bottleneck looms as limiting factor. 



















Stock market has not "followed through" emphatically on the business rise, 
although price-earnings ratios are very low. Explanation may be war and taxes, 
new Rome-Berlin-Tokyo Axis, lengthening war shadow over this country, and new 

excess profits tax law which indirectly penalizes "growth" and "cycle" industries. 








Flow of capital into new or expanding industries, and speculative activity 
in corporate equities, will be impeded by this tax measure--despite the amortiza- 
tion clause. No matter whether “average earnings" or "invested capital" base is 
chosen for computing excess profits, companies which had small earnings in the 
base period (1936-39) and low capitalization relative to sales will feel the in- 
creased tax burden soonest. The "stable," heavily capitalized industries-- 
which have least need of new capital and smallest speculative "following"--will 





















































y get off most lightly. Involvement in war would further augment the tax burden. 
k * * & 
\f 
P Export trade with Japan, amounting in August to $25,000,000, is placed in 
;, jeopardy by the mounting tension over Indo-China. Chief products involved: iron 
- and steel, cotton, copper, petroleum products and machinery; also $13,000,000 
ml monthly imports, largely raw silk... . Extensive shifts in U.S. exports since 
c the war started are shown by detailed August figures, just made available: 
in 
iy U. S. Exports, August, 1939, and 1940 
g 1939 1940 
United Kingdom $47,000,000 $125 ,000,000 
- Canada 42,000,000 71,000,000 
France 22,000,000 ---* 
Japan 12,000,000 25,000,000 
Germany 8,000,000 nen 
Netherlands 8,000,000 sao 
Brazil 5,000,000 7,500,000 
Argentine 5,000,000 10,000,000 
So. Africa 4,500,000 9,000,000 
Russia 4,000,000 10,000,000 
*Less than $500,000 
Five out of our twelve largest export markets have now disappeared or been 












drastically reduced (Belgium and Sweden in addition to those in table). Several 
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THE TREND OF BUSINESS-- (Continued) 


have shown enormous percentage gains, but the United Kingdom is fast becoming our 
one great outlet, taking--in combination with Canada--almost 60 per cent of our 
total exports. This trade is being canalized largely in the form of war goods. 





*K XK % 


Bankers, through both of their national associations, are demanding a great- 
er share in development of defense industries. They assert that $3,000,000,000 
is available to finance needed plant expansion--under proper safeguards--and 
maintain that if private capital is replaced by government financing, public 
control and ownership will result... . In September, corporate financing fell 
off nearly 30 per cent to $138,000,000, of which only about $6,500,000 was in 
stocks. The Federal Reserve Board, however, reports increasing commercial loans 
at banks, with decline in bond investments, reflecting a rise in demand for 
credit. This, the Board states, will grow further if the Government adopts a 
bankable form of defense contract which business concerns may assign as collateral 
for loans. 








Cost of armament, U. S. finds, is coming high. Emergency program, accord- 
ing to Maj. Gen. R. C. Moore, is costing 20 to 30 per cent above "peace-time nor- 
mal." Extra shifts, overtime, new facilities--in a word, sSpeed=--supply the an- 
swer. Taxpayers are going to have to dig deeper, money already voted won't go as 
far, won't afford as big an industrial stimulus, as expected. 














Officials state, however, that there is no tendency of business firms to 
profiteer. Strict audits would make that impracticable, anyway, it is said. 





ke 


Rising industrial employment holds trade activity around 10 per cent above 
last year's rate .. . . Non-farm employment rose 450,000 in August; unemploy- 
ment, according to the National Industrial Conference Board, fell to 7,657,000-- 
off over 15 per cent in a year and lowest in nearly three years ... . Delivery 
jams reported in some textile and apparel lines . .. . Industrial buyers extend 
coverage a month further ahead... . Orders for manufactured goods in August up 
2 per cent, unfilled up 10 (75 per cent over August, 1939), shipments up 8 and 
inventories unchanged. 





Administration policy toward business combinations in the defense emergency 
is somewhat clarified by Attorney General Jackson's statement on September 28, 
and the suit filed on September 30 against 22 oil companies and American Petroleum 
Institute. Injunction is sought to prevent defendants from allegedly conspiring 
to fix prices for crude oil and petroleum products and to control production and 
marketing but--in interest of defense--divorcement of major companies from pipe 
lines is not asked... . Attorney General in his statement "repeated" the opin- 
ion that "compulsory competition" is unwise as applied to natural resource indus- 
tries like oil, and that, while "private conservation plans" (inter-company 
production control) are illegal, they should not be replaced by "a headlong race 


to exhaust petroleum supplies." How that is to be avoided, of course, remains to 
be clarified. 
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What you as 


a businessman CAN and CANNOT do 


as a result of 


YOU CANNOT always negotiate price 
maintenance contracts with your dealers 
and be sure you are acting lawfully under 
the Miller-Tydings Act. The Federal 
Trade Commission has held that, when 
there are no competitors producing mate- 
rials similar to yours, you will violate the 
Federal Trade Commission Act by enforc- 
ing resale price maintenance contracts. 
The case involved a camera film company. 


* * * 


YOU CANNOT, as an importer, agree 
with other importers to restrict amounts 
of goods to be brought into the United 
States. Federal Trade Commission has 
ordered two importers and a distributor of 
dates to stop practices designed to reduce 
competition between States and between 
the United States and foreign countries in 
the sale of dates and to stop restricting 
imports. 


federal court and administrative decisions: 





Conclusions expressed in these 
paragraphs are based upon deci- 
sions and rulings of courts and 
government bureaus. In making 
their decisions, courts and bureaus 
consider many facts which, for rea- 
sons of space, cannot be set forth 
in detail. The purpose of these 
News-Lines is to call attention to 
these important matters. The Unit- 
ed States News, on written request, 
will refer interested businessmen to 
sources of this basic material. 











YOU CANNOT escape the “blacklist 
penalty” for violating the Walsh-Healey 
Act on the ground that your business is 
necessary defense. The Secretary of Labor 
allows a blacklist recommendation to stand 
in the case of a cdtton textile company, 
holding “that Congress sought to deny 


government business to those firms which 
failed to conform to the minimum labor 
standards provided by the act.” 


* * * 


YOU CAN probably refuse to sign a 
written contract with a labor union if you 
and the union have not completely agreed 
upon bargaining, wages and working con- 
ditions in your plant. The Labor Board 
modified its written contract requirement 
in a recent case where further negotia- 
tions were still contemplated. 


* * * 


YOU CAN refuse to grant a closed shop 
without violating the Wagner Act, even if 
refusal leads to a strike. The Labor Board 
has ruled that an employer who refused a 
closed shop demand, and later defeated the 
union in a strike, acted lawfully. Striking 
workers, in fact, were held to be no longer 
employes after the strike failed. 


YOU CAN now make gifts to relatives — 
or dependents, and not pay a federal gift 
tax on the transaction, if you reserve the 
right to recover the money or property 
you advanced, or to name new benefi- 
ciaries. This Treasury ruling follows a 
Supreme Court decision that gifts are not 
subject to gift levies until they are com- 
plete. 














J. P. MORGAN & CO. 


INCORPORATED 
NEW YORK 
Condensed Statement of Condition September 30, 1940 


aie ASSETS 
YOU CAN deduct the amounts you pay Cash on Hand and on Deposit in Banks..... 
out as back pay awards under a Labor 
Board ruling as business expenses for 
federal income tax purposes. The Treas- 
ury rules further that the sums spent for 
counsel fees to defend your case also can 
be deducted as business expenses. 


$202,614 ,023.36 
United States Government Securities, 
Direct and Fully Guaranteed 
State and Municipal Bonds and Notes 
Other Bonds and Securities (including Shares 
of Morgan Grenfell § Co. Limited)........ 
Loans and Bills Purchased......... 


377 872,016.21 
71,912,762.57 


15,883 ,295.43 
80 ,235,155.61 
1,999,193 .19 
} ,000 ,000 00 


Accrued Interest, Accounts Receivable, etc... 
* * * 

YOU CAN offset the money you re- 
ceive under a fire insurance policy against 
the capital losses caused by the fire, in 
determining your federal income tax lia- 
bility, if you do not reinvest the proceeds 
in property similar to that destroyed. A 
federal circuit court rules that collections 
under fire insurance policies, which are not 
reinvested, can be construed as capital 


gains, 


Investment in Banking Premises 
Liability of Customers on Letters 

of Credit and dcceptances.... $8,603,179.39 
146,910.70 
NE NS Sandia iodieaaeeecdeeeen 


Less Prepayments......... 8,156 ,268.69 


$712,972,715.06 


LIABILITIES 
Deposits...... 


EL Cee ree $664,010,381.01 

Accounts Payable and Miscellaneous 
Liabilities. . i dh Se a leah IG ee ae we ee 359,154.66 
Acceptances Outstanding and Letters of Credit 
SG 2 bast k as debs Ode eee eae ae sees ee ae 
... .$20,000,000.00 
Surplus ‘ 20,000 ,000.00 
Palit RINNE oo oi iicsncacacanasess 


8 603,179.39 
* * 


YOU CANNOT avoid the federal estate 
tax by transferring your property to heirs, 
if the transfers stipulate that they will 
become valid only if you die before the 
Tecipient. Such transfers, the Treasury 
tules, will be considered parts of gross es- 
tates for federal tax purposes. 


I <0 0.0 06% wewdmeeeue 


40,000 ,000 .00 
— 72 IR 0k 
$712,972,715.06 
United States Government securities carried at $7,257,887.40 in the above statement are 

792575997 
pledged to qualify for fiduciary powers, to secure public monies as 
required by law, and for other purposes. 


October 2, 1940 
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Set Your Sights on 
the ERIE EMPIRE 


@ Conveyor belt of industrial 
America, the Erie Railroad 
feeds raw materials to thou- 
sands of factories—stands 
ready to carry the finished 
products to 43,000,000 con- 
sumers...to countless whole- 
salers and retailers...all 
within 50 miles of Erie tracks. 
Here’s quick distribution, 


economical distribution. 


Let us give you detailed in- 
formation on both plants and 
plant sites now available. Just 
tell us your requirements. 
Write Industrial Development 
Department, Erie Railroad 


Company, Cleveland, Ohio. 


——eople of the Weak 
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Col. Hershey, Conscription Boss: 
His Hobby is Learning About Men 


When the final draft of the conscription 
bill was being prepared, House and Senate 
committeemen rewrote the section that au- 
thorized appointment of a director of se- 
lective service so as to make it possible for 
President Roosevelt to name an army of- 
ficer. 

In doing so, perhaps the Congressmen 
had in mind one man, an army officer who 
had been camped on their doorsteps for 
many weeks, a big, red-headed, stoop- 
shouldered Hoosier, the son of a_back- 
woods farmer and rural sheriff, Lt. Col. 
Lewis B. Hershey. 

At present, under an executive order, 
Colonel Hershey temporarily has taken 
over the vast, Herculean duties of selective 
service director. Whether or not he re- 
ceives the official, $10,000 title, Colonel 
Hershey will be a powerful boss in the con- 
scription machinery. 

Already, for four years, as executive sec- 
retary of the Joint Army and Navy Se- 
lective Service Committee, the Colonel has 


been on top of the draft job. Because of 
his position and experience, he was much 
in demand at hearings throughout the de- 
bate on Capitol Hill. Both proponents and 
opponents imperatively asked for informa- 
tion, and the data were always in his head, 
everything was at his fingertips. 

To Congressmen and reporters, Colonel 
Hershey, with his Mid-western accent and 
homespun manner, appeared to be more 
like a country school teacher or a dirt 
farmer than the Army’s expert mobilizer, 
A fast talker and able debater, he has 
become noted for his rough-hewn anec- 
dotes. 

Forty-seven years ago, Lewis Hershey 
was born on a farm near Angola, Ind. As 
a boy he attended a one-room school at 
a place called Hell’s Point. Graduating 
from high school, he taught country school 
before he was 17, while attending Tri- 
State from which he received 
three degrees. After serving as superin- 
tendent of a rural school for two years, 


College, 














Dated October 1, 1940 


This is not an Offering Circular. The offer of these Bonds is made 
only by means of the Offering Circular. 


$27,333,000 
The New York Connecting Railroad Company 
First Mortgage 32% Bonds, Series A 


Principal, Interest and Sinking Fund Payments Unconditionally Guaranteed, by Endorse- 
ment, Jointly and Severally, by THE PENNSYLVANIA RAILROAD COMPANY and 
the TRUSTEES OF THE PROPERTY OF THE NEW YORK, NEW HAVEN 
AND HARTFORD RAILROAD COMPANY. 


Price 102% and Accrued Interest 


= 


Due October 1, 1965 
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The entire Offering Circular should be read prior to any purchase of these 
Bonds. Copies of such Offering Circular may be obtained in this State 

Sy, from only such of the undersigned as may legally offer these Bonds 

in compliance with the securities law of this State. 
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TRAVELING? TRY ERIE SERVICE 
FOR A BETTER RIDE AT LESS COST 
Comfort, convenience, economy... ; 
you're ahead three ways when you 
travel by Erie between New York and 
Chicago.Comfortable, air-conditioned 
equipment. Convenient schedules. _ 
Lowest fares in the East! io, 


These Bonds are offered subject to approval of the Interstate Commerce Commission of 
their issue, guaranty and sale and toauthorization by the District Court of the United States 
for the District of Connecticut of their guaranty by the New Haven Trustees; 
and subject to the condition, among othere, that all necessary 
authority from said Commission and Court shall have 

come effective on or before November 1, 1940. 


MORGAN STANLEY & CO. KUHN, LOEB & CO. 


Incorporate 


Eee 4, 1940. : 














THE HEAVY DUTY RAILROAD 
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COLUMBIA 
GAS & ELECTRIC 
CORPORATION 





he entered military service by joining the 
National Guard, with which he went to 
the Mexican border in 1916. Returning, 
he studied for a Ph.D. degree at the 
University of Indiana, intending to devote 
his life to teaching—but the World War 
intervened. 

The armistice was signed soon after 
Colonel Hershey arrived in France. He 
remained at Brest for a year, however, to 
attend a French artillery school and ar- 
range for return of American troops to the 
U.S. When he himself returned, he decided 
to stick to the service, passing examina- 
tions for the Regular Army in 1920. 

Since that time Colonel Hershey has 
spent a good deal of his career serving as 
assistant professor of military science and 
tactics at several of the principal army 
schools. He also has been with field artil- 
lery units all over the country, and in Ha- 
wali. In 1934 he was graduated from the 
Army War College in Washington. His 
colleagues look upon the Colonel as one of 
the outstanding artillery officers of his 
rank; one officer once called him “the best 
battery commander I ever saw.” 

An interest in psychology is Colonel 
Hershey’s only hobby; his library includes 
almost all the standard works on the sub- 
ject. “I want to know what makes the hu- 
man animal tick,” he says. “I’ve had six 
courses in horse-shoeing, but not one in 
learning about men.” 

Today the Colonel is learning a lot about 
men. Already his headquarters, in the 
converted Potomac Park Apartments one 
block from the War Department, is teem- 
ing with almost 200 employes who will be 
in charge of registering 16,400,000 Ameri- 
ean youths on Oct. 16. Most of these 



























—Harris & Ewing 


COLONEL HERSHEY 
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| The Board of Directors has 
declared this day the following dividends: 


assistants are Regular or Reserve Army Camaiative 0% Busfesead Stock, Sextes & 
oe D No. 56, quarterly, $1.50 per share 
officers, among them Lt. Col. Victor J. 











Cumulative Preferred Stock, 5% Series 












































O’Kelliher, chairman of the selective serv- No. 46, quarterly, $1.25 per share 
ice advisorv council 5% Cumulative Preference Stock 
Thes ‘d sof C | >, ‘No. 35, quarterly, $1.25 per share 
_ These aides of Colonel Hershey describe hen. . 
him as “having no illusions about himself | No. 37, 10¢ per share 
and very few about any others in posi- | payable on November 15, 1940, to holders of 
- a an . * - record at close of business October 19, 1940. 
tions of importance.” In spite of his red 





How anv H, Pet, Jr 
hair, the Colonel never gets angry, say October 3, 1940 Secretary 


his brother officers. 





























































































































The vast fleet of NBC trucks 
travel this distance every 24 hours 
to bring America’s food merchants 
the finest in bakery products 


VERY day, National Biscuit Com- pany’s policy has been to employ care- 
7 pany trucks are a familiar sight fully trained, competent drivers, thor- 
along the highways of the nation. Nine- oughly schooled in traffic rules. Interest 
ty-six per cent of all NBC products are _in public safety is the first requisite of 
delivered by this enormous fleet of the successful NBC driver. 


modern, spick-and-span trucks, of which It is a far cry from the beautiful 
the company is justly proud. spans of blue-ribbon horses to the high 

Millions of miles are covered yearly; powered delivery system of today, but 
millions of gallons of gasoline are con- in every step in the development in 
sumed; thousands of tires are worn out transportation methods for the last 40 
in the operation of a distribution sys- years, National Biscuit Company has 
tem built to insure fresh, crisp NBC been guided by its primary objective— 
products to all parts of America. to see that the consumers of America 








Since the days of the first gasoline received “the finest in bakery products” 
trucks in 1914, National Biscuit Com- at the peak of their delicious goodness. 


NATIONAL BISCUIT COMPANY 
er, 


BAKERS OF RITZ, PREMIUM CRACKERS, UNEEDA BISCUIT, NATIONAL BISCUIT SHREDDED 
WHEAT, NBC GRAHAM CRACKERS AND HUNDREDS OF OTHER BAKERY PRODUCTS 
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Lite am the Capital, 


A Dash to the Poll 


By Our Inquiring Reporter 


“Excuse me, sir. I represent the Trotting Poll of Public 
Opinion and I would appreciate it if you would help me in 
obtaining a sample—” 

“You're giving away samples? Of what?” 

“No, sir. I am taking a sample—” 

“Well, I ain’t giving any. What do you take me for, hey?” 

“You don’t understand, sir. I am sampling public opinion. 

want to ask you a few questions.” 

“What’s a matter, you lost? Well, I’m a stranger here mys—” 

“No, I’m not lost. If you would only listen a minute. I want 
to ask you some questions. All over the country representatives 
of the Trotting Poll are asking people questions and then we 
average up the answers. For instance, what do you think of 
sending fifty destroyers to England?” 

“What do you take me for? I’m against it.” 

“Very interesting, very interesting. Why are you against it, 
sir?” 

“What should we try to destroy the English for? Say, if you 
think I’m a Nazi I'll punch your nose. I’m for helping the 
English.” 

“Oh dear, I guess you didn’t understand. I'll just skip that 
one, please. I'll put you down under ‘don’t know.’ You said 
you wanted to help the English. Are you in favor of helping 
them by any means short of war?” 

“What is short of war?” 

“Short of war? Why, short of war is—well, we send them 
warships but no men in them. Hey, I’m supposed to ask the 
questions and you are sup- 
posed to answer them. I'll put 
your answer down as yes.” 

“Do I get $10 and a set of 
encyclopedias or something if 
I answer all the questions 
right?” 

“Listen, sir, there are no 
right answers to these questions. I mean, it isn’t a quiz program. 
Any answer is the right answer.” 

“Gee, that’s an easy game.” 

“The next question is do you think—?” 

“Sure I do. The answer is yes.” 

“Let’s put it this way: Should industry be conscripted in 
time of war?” 

“Sure I do. I think all them guys in the labor unions ought 
to be made to work and to quit striking and fighting all the 
time like the CIO and the SPCA is always doing. Put ’em all 
to work at the same wages the soldiers get, that’s what I say.” 

“I’m afraid you didn’t understand that one either, but 
what’s the use. I'll put the answer down as yes. We will go 
on to politics. First, whom did you support in 1936?” 

“Well, there was my wife and Junior and little Hepatica— 
no, she wasn’t born till ’37—and my mother-in-law and I as 
good as supported that no-account brother-in-law of mine, 
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“IT mean, for whom did you vote in 1936 
“Tl tell you, mister, it was this way. My wife, she was 


38 


for Roosevelt on account of she liked the way he talked on 
the radio, and me, I was for what’s-his-name, you know who 
I mean—” 

“Landon? Browder? Lemke?” 

“Aw, the Republican. Well, the way we figured, we would 

have cancelled each other’s 

IS THE AUTO Here VOte: and anyhow we argued 

To so much that I was convinced 

Stat by her maybe I ought to vote 

for Roosevelt and I guess I 

had her just about ready to 

vote for this other guy, the 

one with glasses you know, 

and so we just drove down to visit my folks that day. Why?” 

“Skip it! [ll put you down as a new voter. Now the next 
question is, for whom are you going to vote in this election?” 

“Well, brother, that’s hard to say. What do you want to 
know for?” 

“I thought I had explained all that. I represent the Trotting 
Poll which is trying to find out what the public thinks about 
the great issues of the day. We figure that most people think 
alike and that, if we ask 132 persons what they think, why, all 
you have to do is to multiply the answers by 1,000,000 and 
there you have it.” 

“There you have what?” 

“What the people are thinking about. Then we publish it 
in the newspapers and everybody knows who is going to win.” 

“T see, sort of like making a book on the races, hey?” 

“My dear sir, this has noth- 
ing to do with horses. I would HE ‘Don't’ 
like to know if you are going KNow 
to bet for—I mean, vote for— 

President Roosevelt or Wen- 
dell L. Willkie.” 

“Suppose I don’t tell you? 
Does that count against me?” 

“No, no, no! But why don’t you want to tell me? If you 
don’t know, just say so and I'll put it down.” 

“Oh, yeah? How do I know you aren’t being paid by the 
Democrats or the Republicans, and if I say Willkie then you'l 
see that that no-account brother-in-law of mine gets bounced 
off the WPA and [I'll have to start in supporting him again, 
and if I say Roosevelt you—” 

“Nothing of the kind, I don’t even know your name. To me 
you are just a statistic—” 

“T'll learn you to call me dirty names, you wall-eyed, frog- 
faced, bandy-legged young squirt.” 

“T didn’t call you a name. To me, sir, you are anonymous.” 

“What’s a nany mouse if it ain’t a dirty name? I'll bust 
you one!” 

“T apologize. I really do. It makes no difference to me whom 
you vote for. I know you'll ask why I am asking you. I begin 
to wonder myself. I think I see my bus coming. Well, thank 
you, sir, for your co-operation. Good-bye.” 

“Wait! What about the sample you were going to give me?” 
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Epitor’s Note: Brief letters of com- 
ment and suggestions are invited. Those 
not intended for publication, and those 
with which writers desire to have only 
initials used, should be so marked. 


A Reply to Mr. Windel 

Sir:—Say, I resent that cable from Win- 
del, of Liverpool (U.S.N., Sept. 27). We 
helped them in the other war and did not 
even receive appreciation. All we ever got 
out of it was the flu. Where were the Brit- 
ish “guts” when the smaller countries 
were being devastated and destroyed by 
Germany? They never helped anyone, and 
now accuse us of having no “guts” 
we do not fight for them again. 
New Orleans, La. 


because 


Joe Facer 
* * * 


The Antitrust Laws and Defense 

Sir:—Small business people demand a 
free Government—will fight all activities 
that would endanger its preservation. We 
are satisfied the national defense program 
must “go on.” There has been enough 
delay and procrastination through politi- 
cal sources at present, and any further in- 
terruption of business would not only re- 
sult in hindering the national defense pro- 
gram, but would also prove costly to small 
business. We are not in favor of anything 
that will tend to hinder the 
fense program. 

Technically, there may be some abuses 
of the antitrust laws (which should be re- 
vised and brought up to date), but this 
can be taken care of after the defense pro- 
gram is completely settled. 

Boston, Mass. J. W. Firzcerap, 
President, Smaller Business Association of 
New England. 


national de- 


* * * 


Expansion of Our Navy 

Sir: —Characteristic of the unfair atti- 
tude manifested by many politicians, par- 
ticularly of the New Deal vintage, Josephus 
Daniels, our venerable Ambassador to 
Mexico, in passing through Dallas last 
July, commented unfavorably on the state 
of our Navy when taken over by the pres- 
ent Administration in 1933. 

Mr. Daniels, a former Secretary of the 
Navy, surely knew that what he implied 
was untrue and unfair, as our Navy in 
1933, in so far as capital ships were con- 
cerned, was identical with that of today. 
That is, we then had 15 first-class battle- 
ships. Today, after seven years of aggres- 
sion by Japan, Germany, Russia, and Italy, 
we still have in commission only these same 
15 battleships. Moreover, from the date 
of the Washington Disarmament Confer- 
ence in 1922, until 1933, we were living 
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under disarmament treaties and we thus 
had neither reason nor right to expand our 
Navy. 
Dallas, Texas T. B. SANDRINGHAM 
* * * 
A Planned Life Span? 

Sir:—The 
needs: 


system our Government 
Ages 5 to 25, school age 
for by Government so as to insure 
education to all. They would be 
Americanism and whatever trade 
fession they wished to learn. 
Ages 26 to 60, work age; after re- 
ceiving a good education, workers would 
be ready to embark on their chosen life’s 
duties. 
3. Ages 60 


; to be paid 
free 
taught 
or pro- 


and over, retirement age; 


WHEN MONEY 
DORSNT COUNT 








pensions would be provided for those who 
needed them. 

Under this plan, one age group would 
give way to another, clearing the field. 
This plan would eliminate child labor and 
old men working, giving work to trained 
men of the correct age to work. 


Ewing, II. H. W. Roserson 
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Hitler Losing Confidence? . . . Hints of a Drive 
For Wage Raises . . . Planning Price Controls 


Word trickles through official chan- 
nels from Germany that Hitler is 
worried about the military outlook for 
the first time. 


x *k * 


German traders are having to make 
good on contracts for October delivery 
of goods to Latin America. In some 
cases commitments are being filled 
with American goods. In others pen- 
alties are being paid. 


x &k * 


High State Department officials are 
letting it be known that the United 
States never has taken a truculent at- 
titude in dealing with Japan and al- 
ways has left the door open to a 
reasonable settlement of differences 
between the two nations. 


x * * 


President Roosevelt is directing De- 
fense Commission and department 
heads to keep always in mind when 
making decisions the possible effect 
of those decisions on Latin America. 
Purpose is to generate new ideas for 
Latin-American co-operation. 


xk * 


More and more thought of this Gov- 
ernment’s planners is directed at ways 
to control prices if an upward spiral 
does start. Much favor is expressed 
for the idea of a price ceiling that 
would freeze price and wage levels 
unless changes were justified before a 
government agency. 


x & ® 


White House is increasingly concerned 
by the prospect that labor in key in- 
dustries plans to make demands for 
wage increases that can lead to price 
increases which in turn could touch 
off a rising spiral with costs chasing 
prices higher. 


x kk 


Talks between the Australian minister 
and the State Department are result- 
ing in very definite understandings 


40 


that concern American interest in 
protecting Australia and New Zea- 
land. 

x k * 


The President is telling friends that 
voters have made up their minds and 
that it is unlikely that anything he or 
his opponent does in remaining weeks 
will change the outcome substantially. 


x *k * 


No reasons are offered, but friends of 
Dr. Harry A. Millis, who has been 
considered for appointment to chair- 
manship of the National Labor Rela- 
tions Board, are saying the University 
of Chicago professor will accept the 
post if it comes. Puzzle in some official 
circles is report that up to now Dr. 
Millis refused to consider the position. 


x kk 


Mr. Roosevelt expressed lack of 
knowledge and interest in Johnson Act 
repeal, so as to make sure that the war 
debt issue is not raised prior to No- 
vember 5. Actually, experts now are 
looking into the question of British 
cash resources and the problem of 
possible future American credits. 


x kk 


Inside word is that the American 
Federation of Labor will let loose a 
blast against the Wage-Hour Admin- 
istration next month. Occasion will be 
presentation of the Federation’s an- 
nual report to the AFL convention 
Nov. 18. Charge will be that too many 
concessions are made to employers. 
CIO has the jump, since some of its 
leaders already have launched a cam- 
paign against certain current enforce- 
ment policies. 


xk 


Reason behind the appointment of 
Lowell Mellett, one-time Scripps- 
Howard newspaper editor, to post of 
Assistant to the President is believed 
to be official desire for complete re- 
organization of federal publicity offi- 
ces. Expected shakeup is not sched- 
uled until after election. Long-range 





aspect—formation of a federal public 
relations council which doesn’t sound 
like, but may closely resemble, Eu- 
rope’s “propaganda ministries.” 


xk * 


Some inside complaint is heard, not 
that United States has been too tough 
with Japan, but that it has been too 
tender. 

x *k * 


Headlines have played up the fact 
that Uruguay is stamping down on 
Nazi activities within her borders. But 
reports circulated in some of Wash- 
ington’s diplomatic circles hold that, 
notwithstanding such moves, _ the 
small South American republic is be- 
ing made the headquarters of Nazi in- 
filtration. Reason is geographic—Uru- 
guay is strategically located between 
Brazil’s 900,000 and Argentina’s 236,- 
000 Germans. 


xk 


Local communities which contributed 
25 per cent of the cost of WPA air- 
ports may be getting a rebate if cer- 
tain congressional circles have any- 
thing to say. Reason is that CAA air- 
ports cost communities nothing, full 
cost being borne by the Federal Gov- 
ernment. Result of inequalities is em- 
barrassing to some Congressmen, who 
seriously talk of refunds. 


x * * 


Watch for G.O.P. demand on Capitol 
Hill to give greater representation on 
House committees to Republicans. 
Committees now are organized on 
basis of three Democrats to two Re- 
publicans, but G.O.P. leaders are con- 
fident of substantial gains in House 
membership. 


x kk 


New cause for labor unrest is reported 
from some communities in which 
army cantonments are being con- 
structed. Reason is high wages paid 
on these projects, making local scale 
appear low. In one case, Secretary of 
Labor fixed carpenters’ scale 75 pef 
cent above local wage scale. 
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A check-up of the “TOMORROW” pages shows: 


145 predictions of trends made in January and February: 


124 resolved correctly 
12 wrong 


9 still undetermined 


Intelligent leaders of public opinion base their 
Opinions on the facts, analyses and forecasts re- 
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